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congress op the royal economic- 

SOCIETY. 

The Congress announced in ‘our last number took plac^ on 
January 9tb and 10th at the London School of Economics. It 
-tras attended by most of the leading English economists and 
maffy distinguished foreigners. The Taxation of Ground Values 
\MflH the 8\iJjject discussed on the first day ; Small Holdings on 
the second day. We may express our regret thEtt ’Lord 
.Qprington, who had undertaken to introduce the second subject, 
wis prevented by illness from being present. The Right Honour- 
able R. B. Haldane, President of the Society, inaugurated the.;, 
Ca|igre.ss by an address which is reproduced below (reprinted from 
The Times’ report). Our second article is formed by the addfess 
which Professor, Marshall gave at the dinner of the Royal 
Economic Society, which was held on the evening of January 
9th. The present number of the Journal also contains the first 
two papers, which were read before the Congress (by Mr. Charles 
Trevelyan, M.P., and Dr. Edwin Carman). The rest of the 
proceedings of the Congress must be postponed to a later number. 

The Editor 


6S.— VOL* xvii 



I M|l., HALDANE’S INAUGUEAL ADDRESS ?fTO THE 

CONGRESS. • 

Haldane said that the Congress was not British ; it was 
iaternational. Whatever other differences there might be 
*bet^eeil, the nations, there w'as a brotherhood — a brotheHiood 
the reality of which was assorting itself more as year succeeded 
yea|;:j— the brotherhood of science. They were to-day rccognisitig 
thiit in science, as well as in other things, international co-opera- 
tion was essential ; and perhaps in no departuient vvas that mo^e 
marked than in the department which dealt with the sciend©'df 
the State. It was not only in economics that this kind of 
outlook was beginning to come to people. In science of every 
kind they had witnessed the tendency of the nations to specialise. 
Perhaps it was more easy to preserve a common basis in thiBie 
sciences ■rt^hich did not touch human nature ; but there wa? one 
thing that was true of all sciences, and that was that tiicir 
methods wore necessarily abstract. Do not let them lie c|rried- 
away^ with the notion that because a method was abstract, |here-^, 
fore It was qot an indispensably method for getting at the truth. 
It was obvious that the chances of reaching the truth were greater, 
in cettain cases, the greater the abstractness of the ifiethod. , 

He had at that moment two books in his mind, books which, 
in a sense, were to-day out of date, but which, in another sense, 
would never be out of date, because they were the most perfect 
illustrations of true scientific method— the method which did not 
allow itself to shut out of view facts by the narrowness of its 
fconceptions. One was Darwin’s “ Origin of Species ” ; the other 
wp Adam Smith’s*” Wealth of Nations,” a book written by ti 
"'n^i)|^who had profoundly freed his mind from every kind of 
narrownessf Smith wrote describing the State in which h^ lived. 
He dedteribed it, as some might say, without bias towards virtue, 

without twis^i. towards vice. He took» 
thi' fao^ found thegi, and he gifted and analy^d*a«d 
described tirem from the' point of view of |he State in which he 
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4%b li’Wilg- Smith pe|;fectly well that no econonuc ^ience 
wafl perfect for the pu|poseg:*Gf the afateSm^ unless it took 
aCCQunt of the political i^umstances^jM conctftions of'the State 
which was being describeH. He sawi distinctly^that there ’mighty 
be a conditi^ of “things in which -the doctrind of commercial* 
freedom, which W at thckroot of his analysis hf the political 
as well as the economic necessities of his own country, might 
not have a good application. He remembered a distinguished 
man once saying to him about New Zealand that he would rather 
live in a po4er New Zealand with plenty of manufactures thaai 
in a richer New Zealand with nothing but one class of industry 
—namely, the industry of agriculture. He thought that was 
perfectly true of small States. They had, at any rate, to .take 
that into account as a possible limitation to the application t)f 
their mathods. But, on the other hand. Smith was not one ot 
thp^ people who, because he had discovered a flaw in the ab- 
stract procedure, therefore rushed to the other extreme and, .like 
the vitalists of the old school of physiology, concluded that the 
nSethod and principles must be entirely wrong, and that they 
hnM go to the other end in order to get a view of the truth. 
Rjrtiwr he semained in the centre, bearing in mind the abstract- 
ness of his categories .and the confusion they got into if*they 
allowed methods and categories to be superseded merely by 
po&tical considerations. And so he thought in economic science 
to-eSay that they did well to meet, as they were meeting on that 
occasion — -meeting as representatives not of one nationality, but of 
nianj^ nationalities. They did well to meet because the purposes 
pf th(# nations varied, and because thq economists who came as 
representatives of those nations Could not avoid being affected 
by those purposes. It was good for us that they should come to 
us and correct our insularities, and it was good for them to tome 
to us and see that, after all, we had reason for our insular 
method* as regarded the particular problems with w'hich' we.had 
to cope. 

The economists were to the statesmen very much what, to 
use a military metaphor, the General Staff were to the con^^ 
nmnders of armies; they worked out princ^les and plans for- 
them. But they warned them that no principles and no jjarn, 
could be sufficient guides in unforeseen emergencies. They dealt 
with a» many as possible of the problems which effected taxation 
and the general question of the production and distribution of 
health pbut they warned* them that what they could dof'for them 
was to ascertain extent limited, that,* like everythmg else in the 

^ 2 
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world f ecynomio method was an exc^lgnt servant but % dangerous 
master if they allowed it entirely to dominate them. They told 
them that without their 'scie|ice, without its teaching, it, was 
ittij^ssible for aiStatesmamta gijide himself -aright ; but they, also 
warned thein^that their methods and their principles were not 
enough for the Statesman, and that he must look to the particular 
f circumstances of his time and remember that he himself was 
.dealing with what was rather an art than a science — the manage-# 
ment of the vast (Complication of human affairs which could only 
5e successfully dealt with if it was remembered tfiat the art of 
dealing with human nature was recognised as essential fpr the 
solution of the problem. And so it came that to-day they saw 
more and more clearly the particular reservations that must be 
about the conclusions of the economists. In political 
economy they were not dealing with simple problems like those 
of space and time. They were dealing with what was much 
more elusive, and with what lent much more danger to the situa- 
tion. They were dealing wdth purposes and tendencies. It was 
only if they took things over a vast enough area that they could 
be sure that even the best statistical conclusions would work out. 
righjtly; and, in the problems of practical politics, ^big « y4 h ey 
were, they never did have a vast enough area to be quite sure 
that they were dealing with scientific truth. Their methods 
might not take account of fifty things, so minute and yet so far- 
reaching in their operation that no abstract method was adequate * 
to them; therefore, he said that the political economist could 
only be like the General Staff officer to the Commandet-in-Chief. 
He could give him plans^ he could work out situations for him ; 
.but he muSt warn him that fhe unexpected might occur at any 
moment, and that, when the unexpected occurred, the abstract 
sciehce was not sufficient to enable the unexpected to be coped 
with. Political economy was essentially a science of tendencies 
which became deflected unless they took large tracts of time and 
large areas in which they were to operate. The nations had 
smaller tracts both of space and of time ; and because the ten- 
dencies in the nations varied— varied with the requirements and 
conditions which dominated the life of the nations— therefore ^he 
ec<fiopiists of the natioijs showed divergences in their modes 
thought. That did not make the comparing of notes on the 
part of international economists any the less interesting^or any 
the "Ipss essential, On the contrary, it was the very way in 
which they at the pre-suppositions th&t underlay their^m^tbo(ir' 
Ind in which the note of Vaming wa§ sounded; and tne of the' 
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thmgs wtlibh him welcome that congress, at whi,ch« repre- 
sentative^ of nearly all the great nations were present, was that 
they hid' the opportunity qt workijng these things out. 

Take, for instance, the two subjects which would form their ^ 
main topics. Th^ question of site vstlues and their taxation was 
one which had been dealt with by several nations in their different 
ways, and with very different success. They could not infer that; 
•what worked in Germany would necessarily work in England., 
Again, as to^small holdings, what he would say was even npiore 
markedly true. The success of small holdings depended in & 
large measure on the habits of the people ; and these varied with 
each nation. Therefore they could not draw from the French 
example inferences which were conclusive as to what would 
happen in England if similar conditions were established. ^But 
they, could get a good deal of instruction from what they ^aw 
operating abroad, just as economists and statesmen from abroad 
could learn a great deal from us. If that were true of site values, 
an^ if* it were still more true of small holdings, it was even more 
true still in other cases into which it was not necessary to enter. 
•The whole question of the Poor Law, the wdiole question 
of b13^ge il^msions — these were questions which wanted worj5:ing 
out with reference to thef circumstances of each nation. They could 
not draw^ an inference from one case to another without very careful 
comparison of preliminary conditions ; and yet nothing w^as more 
instructive than to see ourselves as others saw us in the light of 
what they had done and of the point of view from which they 
scrutinised the analogous problem in their own countries. And 
so it seemed to hfm that this tendency to the internationalism 
of science, which was again, after 300 or 400 years* beginning, 
to set in, which did not depend on their speaking a common 
language, but did depend on their becoming co-operators 
working out different departments of great and complicated ques- 
tions — it seemed to him that this new tendency was one which 
should fill them with hopefulness for the future. It had been 
said, and said with truth, that this was not an age of great men. 
We did not seem to be producing a Newton or a (Jauss, a Helm- ^ 
hoitz or a Laplace with the frequency with which former genera- 
tions produced these outstanding figures. And yet, on the other-* 
hand, who would doubt that the general level of science was fal* 
higher io-day than it was a generation ago, and still higher .than 
was'a generation before that? Who was there who could read 
the , gnomic discussions o'f 60 years ago— he did «iol mean the 
wrifings df naen of genju^, but the average economic discussions 
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— withbul feeling a sense of dreaifiness and weariness, and of the 
ill-furnishedness of the kind of people who talked on eveiy con- 
ceivable sort of subject without realising the absolute necessity of 
.patient labonr iif some special direction? To-day that was still 
more true, people had realised that it was because of this 
necessity of^ specialisation, just because of the vast amount of 
.work which people would have to do if they would do anything 
OTCCessfully, that the men of science to-day — and the economist* 
was' only a particular case — had to know a great dqpl more, and 
therefore had to specialise a great deal more, before they could 
work hsefully for the realisation of a common purpose. It was 
an age in which we recognised the enormous strides which science 
had made, the vast amount that had to be known before an in- 
divicftial contribution was possible. It was an age in which we 
were coming to see more and more clearly that the man who 
would contribute anything, who wished to serve his country, who 
wished to sejwc the world, did best to confine himself to that 
which he was sufficiently furnished to undertake' “ He,*’ wrote 
a great man, “ who would accomplish anything in this world must 
learn to limit himself” ; and that was essentially true of scien ce 
tordfiy, and what was true of science generally ^as true of 
economics. That was why such a meeting as this one, bringing 
together men of different minds, of different attainments, of 
different specialised work, but converging upon a broad common 
purpose — that was why these congresses had a peculiar value 
such as they could not have had 50 years ago and such as they 
might have in an even greater degree 50 years after this. It 
only remained for him to declare the congress dj^cn and to express 
R word of cordial w^elcome to those who attended it from foreign 
nations. 



THE SOCIAL POSSIBILITIES Of ECONOMIC^ 

• CHIVALEYA 

Different schools of economic thought have shown a marked 
tendency to convergence as to fundamentals both of metji^od 
and doctrine during the last thirty years. 

The Congress which has been opened to-day under the 
auspices of the Royal Economic Society is one of many recent 
indications that economic questions are to play a greater part 
in the life and thought of the present century than they did 
in that of the past. Parliaments all the world over now spend 
more thafThalf their time on economic issues, and probably no 
other serious subject gives so much em)>loyment to the printing 
presses that work for periodicals and general literature. Uni- 
versities are giving more attention to it, especially in the United 
States, Germany, and this country. There are said to be 325" 
professors of it in the United States, where it is richly endowed. 
But in this country the economic department of almost every 
University except Manchester, Birmingham, and London is 
seriously handicapped by a lack of funds. * 

Much progress has been made recently in economic science, 
especially on the analytical side. Disputes as to method have 
nearly ceased ; Schmoller’s dictum that analysis and the search 
for facts are, like the right and left foot in walking, each nearly r 
useless alone, but that the two are strong in combination, is 
accepted on all sides. 

Agmn, what by chemical analogy may be called qualitativj! 
analysis has done the greater part of its work — that is to say, 
there is a general agreement as to the characters and direttioaif’^ 
of the changes which various economic forces tend to produce. 
Differences of opinion still exist, of course; and in controversy 

‘ This paper develops tlK^aates prepared for a speech which Was made at the 
4itn|0i* «f the Royal Economic Society on 9th January, 1907, ^eluding some Which 
w:®r® not^ised at the time. ^ * 
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a small difterence is apt to hide a- large underlying agreement, 
and to be overrated by the public at large* But serious studehtfe 
on opposite sides of an economic controversy arc now nearly 
always in fuller agreement \yith one another on fundamental 
matters than they are with those on their own side whose 
opinions have b'*e£*n formed without careful study. 

Much les^ progress has indeed been made towards the qtmnti- 
fative determination of the relative strength of difftu'ent economic 
forces. That higher and more difficult task must wait upon the 
slow growth of thorough realistic statistics. The new Census of 
Production may in the course of time supply one of the many sets 
of necessary facts, but it must fight its way gradually over great 
technical difficulties, increased by the present jealousy of the 
or&inrry business man against the publication of any of his affairs. 


T'here has been a similar but l(\ss complete convergence as to 
social ideals and the iiliiniate aims of economic effort. 

But I will turn aside from these sevc^re matters to one which 
is perhaps more suitable to a cheerful occasion, aud which has 
very prgent claims on the consideration of ceonomf^ts aT^lTie 
present time. The ideals and the ultiitiatc aiius of all our 
economic work have been the subject of much eagcT discus.sion, 
but not of much careful, thorough, persistent study. I would 
like to ask you this evening to consider wlrat it is that such 
study can do towards helping tlic world to turn its growing 
resources to the best account for social welhbeing. 

It is a common saying that we have more re^ason to be proud 
of our ways* of making wealth than of our ways of using it. 
Even the working classes buy many things that do them little 
good some things that do them harm. And the well-to-do 
classes expend vast sums on things that add little to their 
happiness and very little to their higher well-being, but Vhich 
they regard as necessary for their social position. Few people 
would assert that a man with fifty thousand a year is likely to 
]|ave a very much happier life than if he had only a thousand ; 
but to climb from the place in society which belongs to £1,000 
.a- yeCjr to that which belongs to fifty thousand is a source of 
almost ceaseless delight to nearly every pattern of man, and to 
his wife. This satisfaction is, however, not net social gain*: for 
something must be deducted for the chagrin of some of the niany 
men and their A^ives who will be passed on the way. Of coujrse, 
anyone who bears heavy responsibilities, jfn(J uses his braifl mud}^, 
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needs larger house-room, more quiet, lighter and mote digestible 
foc^d, and perhaps more change of scene and other comforts than 
will suffice for maintaining the efficiency of unskilled work, and 
even of artisan work ; and, from the higher soci^^l point of view, it 
would be bad economy that such a man should cut his expenditure ^ 
down below these/* necessaries for efficiency ” for his responsible 
work. In addition to this outlay, a good deal is spedt upon things 
that yitid solid, unostentatious pleasure of a wholesome kind : 
and only very austere people could condemn •some expenditure of 
this kind, provided it does not absorb nearly the whole of a 
moderate income, or any considerable part of a very large Jncome. 
Allowances must be made for these two classes of expenditure 
by the well-to-do ; and also for the one or two hundred millions 
of their total income which arc turned into capital annuahf^nd 
thus enable us to make nature work for us as an obedient and 
efficient servant. But there still remains a vast expenditure 
which contributes very little towards social progress, and which 
does not confer any large and solid benefits on the spenders 
beyond the honour, the position, and the influence wdiich it buys 
fof them in society. 

""'lft)w there is a general agreement among thoughtful jgeople, 
and especially among economists, that if society could award this 
honour, position, and influence by methods less blind and less 
wasteful; and if it could at the same time maintain all that 
stimulus wdiich the free enterprise of the strongest business men 
derives from present conditions, then the resources thus set free 
would of)en out to the mass of the people new possibilities of a 
higher life, and Of larger and more varied intellectual and artistic 
activities. * • 

Opinions are not likely to agree as to the amount of private 
expenditure which is to be regarded as socially wasteful ^om 
this |>oint of view. Some may put it as high as four or even 
five hundred millions a year. But it is sufficient for the piesent 
that there is a margin of at least one or two hundred millions 
which might be diverted to social uses without causing any 
great distress to those from whom it was taken ; provided their 
peighboi^rs were in a like position, and ngt able to make dis- 
agreeable remarks on the absence of luxuries and of conventicQ^p,! 
“ necessaries for social propriety ” which are of little solid ad- 
vantage. 
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The temporary suspension of the pressure of the Law of Diminish- 
ing Return from land on the population of this country gites 
special opportunities for social reform to the present genera^ 
lion, and throws corresponding responsibilities on them. 

Cheap traisport by land and sea, combined with the opening 
up of a large part of the surface of tlie W 7 .^rld during the last 
thirty years, has cairsed the purchasing ))ower of wages in terms 
of^^goods to rise throughout the Western world, anSi especially 
in Britivin, at a rate which has no parallel in tlie past, and inay 
probably have none in the future. The Jjaw of Diminishing 
Return is almost inoperative in Britain just now, but after a 
gerioxstion or two it may again be a powerful influence here and 
nearly all over the world. Wages in Britain are now but very 
little affected by the rate of growth of population and the pressure 
on the means of subsistence'. The restraining force which pre- 
vents their rise from being even fast(‘r than it is, is the fact that 
countries whose laige expanses offers very high returns on in- 
vestments in railways, in building, in dev(do{>ing mines and new 
agricultural land can outbid British entfu’prise in the cUmai^iWor 
capital. The progress of the arts of pr(xlnctif)n and transport 
has increased British prosperity fast, in spile of this. But the 
world is really a very small place, and ihoro is not room in it for 
the opening up of rich new resource's during many decades at as 
rapid a rate as has prevailed during tlu' last three or four. When 
new countries begin to need most of their own food and other 
raw produce, improvements in transport wall *coiint for little. 
From that time onward the prei^sure of the Law of Diminishing 
Return can be opi>08ed only by further improvements in pro- 
ducjjimi ; and improvements in production must themselves 
graelually show a diminishing return. Great, therefore, as has 
been t the' rate of social progress of Britain during the last 
generation, we may not be contented watli it. There is an urgent 
duty on us to make even more rapid advance during this age of 
eeonomic grace, for it may run out before the end of the century.^ 

^ Tbero are some who that though uature may be niggardly in her return (4 
compenBation may be found in the moro liberal supply, by aid of elec- 
tricity, of the power that aids man’s efforts. But this belief appears to involve a 
technical misapprehension. Electricity facilitates and cheapens the distribution of 
power, both in bulk over largo distances and in detail to individual machine?; tod 
it economises power by lessening the amount of it that runs to waste in maobines 
not fully employed. But electricity has done relatively litMe to economise the use 
of water power in sUu. Partly on account of its inconstancy, it is, in genuralf far 
less economical than it appears at first sight for alfno|t every purpose j •the chief 
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Progress is in the long run delayed by exaggeration of the evils 
inherent in present economic conditions. 

* / . • 

Men of certain types of mind, -which are not morbid, delight 
now, as in previous generations, in vehement iiidfctments of exist- 
ing social conditions. Their efforts may rouse a passing enthu- 
siasm, which is invigorating while it lasts ; but they nearly always 
divert energies from sober wwk for the public good, and are thus 
mischievoifs in the long run. Let us consider a few figures^ 

First, it may be noted that the use which is being. made of 
increasing wealth is not, in the main, sordid or selfish. Eece^nt 
changes in the distribution among different callings of those 
who are “occupied** — that is, working for profits, sal^».rg«, or 
wages— show no great increase in those who supply material 
comforts and luxuries ; but they do show a great increase in those 
who are working on behalf of Government or on their owui 
account to check disease and mitigate its sufferings, and to 
develop the intellectual and artistic faculties of the people. The 
increased output of each worker in occupations which can avail 
thcMselves of improved mechanical appliances accounts for a 
part, but not the whole, of this contrast. Again, if the present 
age were as selfish as it is often represented to be, w^e should 
find that the chief expenditure of public money for improving the 
conditions of life and work had accrued to the benefit of those 
wdio can enforce their will at the polling-booth. But, on the 
contrary, it has gone chiefly to the benefit of women and chil- 
dren ; and meanwhile young people’s. wages have risen faster than 
those of women, and those of women have risen faster than those 
of men. And, aga-in, our age has reversed the old rules that the 
poor paid a larger percentage of their income in rates and taxes 
than the well-to-do, and that the Treasury was more generous 
in providing sinecures for the well-to-do than in lessenipg the 
ignorance, the disease, and the sufferings of the |X)or. 

Another exaggeration, arising out of a careless reading of 
Mr. Charles Booth’s statistics, states that a third of the people 
.of this country are on the verge of hungej. He estimated that 

oxooptioBS being in some chemical industries in which work can proceed thwnighpiit* 
the twenty-four hours and be curtailed without gr«»at loss (since relatively little 
lahG|ir is employed), when the water supply runs low. There is not very much avail- 
able water power in this country. Tidal power would not pay its expenses, Save in 
a Very few estuaries. It may be noted that the price of continuous power supply to 
large constant oonaiinfers fb’the same at Newcastle-on -Tyne as at Niagara. Blee^ 
t^lsity* |enerated by water may enlarge the rgsouroes of lUl/: but it cannot go far 
towards maintaining Britaiif s resources when her ooal has become scarce. 



13 THE ECONOMIC JOURNA^. '[MARCH 

a millioHe people in London are poor in the s^ose that they belong 
to families, the aggregate income of which does not exceed 21^. a 
week all the year round— -that is, £54 125. annually. Now 215. 
is the price of thr^^pe-quarters of a. bushel, or twenty-four pecks, 
of good wheat ; while the average wage of English labour through- 
out recorded histofy from the beginning of the Middle Ages till 
quite recent times was less than six pecks of wheat a week, 
often mouldy ; it never rose for any considerable time beyond 
nine pecks. I may state that one of the few things which every 
German knows for certain about England. is that there are a 
million people in London living in extreme poverty on the verge 
of hunger. But they open their eyes when they learn that under 
this misleading title are included all members of families with 
a less*^ciggregate income than tw^enty-onc marks all the year round. 
For twenty-one murks will buy much less food than 215. will; 
and 70 per cent., if not more, of the German working- 
class families have a less annual income than 1 ,100 marks. 

Again, the reasonable dissatisfaction, with ‘which every 
thoughtful person must regard the (existing distribution of wealth, 
is in danger of being perverted towards ill-considered measures of 
reform by Utopian schemers; who imply, if they do not ffi<phTitly 
state, tliat, if wealth wcu’e equally dividcMl, evtjryone would have 
access to means of comfort, refinement, and even luxurj^ which 
are far out of the reach of any of the working classes at present. 
But the fact is that very many prosperous artisans’ families, cer- 
tainly many more than a hundred thousand, already enjoy a 
larger income than they would if the total of £1,700,000,000, at 
which the income of the United Kingdom is Estimated, were 
divided out equally among its population of forty-three million—* 
that is to say, they would lose by an equal distribution of incomed 

Thebe facts are consistent with the belief that a vast increase 
of happiness and elevation of life might bo attained if those forms 
of expenditure which serve no high purpose could be curtailed, 
and the resources thus set free could be applied for the welfare 
of the less prosperous members of the working classes ; the whole 

1 The statistical position may be looked at in another way. The average animal 
earnings of the men, women, and children employed in the chief manufacturing 
was estimated by the T3oard of Trade, as the result of a partial wage 
census in 188^, to bo £48. The returns took insufficient account of the high wages 
earned, by many piece-workers ; and, though they have been criticised as possibly 
rather too high in some other respects, we may be sure that the average is now over 
£50. Therefore a family of average ability and average she, all the members of 
which were employed in manufacture, has now a oortsioterahfy higher income than 
'It would have under an %qual division qf income to all persons, including th6 ve#y 
young and the very old. * ^ 
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change being so made as not considerably to slacken the springs 
of productive energy. But they are not consistent with the 
common suggestion that by retrenching the lavish expenditure of . 
the rich, and dividing income equally, the ’^hole people would 
be raised to afHuence previously unknown to working men. 
More’s Utopia and Morris’s News from Nowhere stimulate aspira- 
tion, and are so beautiful in themselves that they will remain a 
joy for ever. And they work unmixed good, because they ^do 
not profess to be practical. But in recent years we have suffered 
much from schemes that claim to be practical, and yet are hised 
on .no thorough study of economic realities ; that lack the subtle 
beauty of a delicate imagination ; and that even propose to tear 
up by the roots family life, the tree whose fruits and flowers 
contribute much more than half to the sum total of ah *that 
is known of beauty and happiness by the people in general, and 
especially by the working classes. 


Chivalry in war and chivalry in business. 

®ur «»^ge is, then, not quite as wasteful and harsh as it is some- 
times represented. Much more than a half, possibly even three- 
quarters, of the total income of the nation is devoted to uses 
which make for happiness and the elevation of life, nearly as 
efficiently as is possible with our present limited understanding 
of the arts of life. Even so, there is a large margin for im- 
proveinent ; and yet in one respect we seem to bo going on 
wrong lines. For it is easier to make believe, even to oneself, 
that one looks down on wealth, than to work ^ith energy in 
order to make wealth a thing of which the world may be proud. 
But in fact material resources enter of necessity so ihuth into 
the thoughts and cares of nearly everybody that, if the world is 
not proud of its wealth, it cannot respect itself. Surely, then, it 
is worth while to make a great effort to enlist wealth in the ser- 
vice of the true glory of the world. And history seems to suggest 
a route to this end. ^ 

. War is more cruel even than competition to oust rivals from 
their work and living; but there grew up around it a chivalry 
which brought out the noble, emulative side of war, and even 
sonfething of the finer sympathies. If in the Elysian fields a 
medieval warrior be now discussing with late inhabitants of 
wgrltjs many billions of miles away from our. own the experi- 
ences%)f his old wofld, he may hold up his head as he speaks, 
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if the cjiivalry of war, the thing that occupied people’s imagina- 
tion most in that age. 

In the present age our thoughts are occupied with industrial 
‘progress, with th% marvellous services which* we compel nature 
^to render to us in manufacture and transport. #!But if the lalk 
should turn in Ihe Elysian fields on the elevation of life which 
w^e have won’* by the new methods of business, we should not ‘ 
hold up our heads as bravely as would the media) val knight. I 
w’^ant to suggest thai there is much latent chivalry in business 
life, and that there would be a great deal more 6f it if we 
sought it out and honoured it as men honoured the medieval 
chivalry of war. If w'e do this for a generation or two, then 
people bringing the latest news from this world may talk boldly 
of chivalry of w^ealth : they may be proud of the elevation of 
life which has been achieved by training the finer elements of 
human nature to full account in the production of wealth and 
in its use. 

Chivalry in business includes public spirit, as chivalry in war 
includes unselfish loyalty to the cause of prince, or of country, 
or of crusade. But it includes also a delight in doing noble 
and difficult things because they are noble and difficult: as 
knigh^y chivalry called on a man to begin by making his own 
armour, and to use his armour for choice in those contests in 
which his skill and resource, his courage and endurance, would 
be put to the severest tests. It includes a scorn for cheap vic- 
tories, and a delight in succouring those who need a helping 
hand. It does not disdain the gains to be won on the way, but 
it has the fine pride of the, warrior wdio esteems the spoils of a 
well-fought battle, or the prizesmf a tournament, mainly for tlie. 
sake of the achievements to which they testify, and only in the 
sec^md degree for the value at which they are appraised ip the 
money bf the market. 


The chief motive to the highest constructive work in industry 
is a chivalrous desire to master difficulties and obtain reeog^ 
. pisqd leader ship f ♦ 

The commonplace and even the sordid sides of business work 
of)trud6 themselves on our notice. Some men are knowh to 
have become rich by foul means. Many more have prospered 
by a steady adherence to affairs, largely o\ a routine charEcijpr; 
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with biit little use of the higher imagination, and perhaps with 
scarcely any romance in their lives except in their family rela- 
tions. These two classes of business men come into close con- 
tact with the ordinafry observer ; and, if he rejoices in the aesthetic 
exjScnditure of Wealth which he has inherited jH’obably from a 
business ancestor, he is likely to declaim in vigorous but undis- 
criminating language against those who greedily pursue wealth.^ 

But there can be no doubt that at least one-half of the best 
ability in the Western world is engaged ifi business. Unless, 
thereford, we are conyinced that human nature is irredeemably 
sordid, we must expect that there is much nobility to be found 
in business; and, if we look for it in the right place, we shall 
fmd it. 

It hiis indeed been remarked with increasing frequency by 
careful observers during recent years that those business nnen, 
on whose work the progress of industry most depends, care for 
wealth more as an indication of successful achievement than 
for its own sake. Success in science, in literature, and in art 
can be judged dir(‘ctly ; and a man engaged in these occupations 
seldom cares for money beyond a mere competence, unless he 
is ratiTbr t,or(lid. Ho wants to be sure that he has worked well ; 
and if he earns the laurel wreath of approval of the cultivated 
public, he is content. On the other hand, if business men were 
arranged in order according to the merits of their proposals as 
written down on paper and judged a priori y it would be a very 
bad order. And for that reason, more than for the money it 
brings them, the ablest and best business men value -success. 
Assuming that ff man's career is fsee from the suspicion of 
fraud, malign destruction of rival§, and oppression of employees; , 
success is good primd facie evidence of leadership. It is often 
the only trustworthy evidence that is available to thfe ptiblic, 
and can be appreciated by those near to him, whose joy in his 
success is one of his chief rewards. t 

Men of this class live in constantly shifting visions, fashioneij 
in their own brains, of various routes to their desired end ; of 
the difficulties which nature will oppose to them on each route, 
and of the contrivances by which they hope to get tl|e better 
of her opposition. This imagination gains little cre&il with-ttie 
people, because it is not allowed to run riolj ; its strength is 
disciplined by a stronger will; and its highest glpry is to have 
attained great ends by means so simple that no one will know, 
and^iiQiie but experts *wi*ll even guess, how a (Jozen other eit- 
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“^pedients, each suggesting as much brilliancy to the hasty ob- 
server, were set aside in favour of it.^ 


The need for ertarging the honour given to highest con- 
structive btksiness faculty is increased bif the growth of 
bureaucmtic rule, which is hostile to it. 

* There are many kinds of laboratory experiments which a 
man can be hired to make at a few hundred pounds a year, but 
tfie epoch-making discoveries generally come from men who love 
their Work with a chivalrous love. The true significance of.such 
a man’s life is often not recognised till he has passed away, but 
he is fairly sure that he will be honoured at last. Money is 
wanted to educate scientific men, to supply them with apparatus, 
and *a moderate income earned without oppressive routine of 
teaching or other fatigue. But that is all that money can do. 
That being done, creative science can be evoked only by the force 
which evokes creative art and creative literature — the force of 
chivalrous emulation. 

A chemist requires only a little space in a laboratory. But 
many, of the most important experiments of a bushie^ man 
require the whole space, the whole material appliances, and the 
whole staff of a large business to be at his disposal, and often for 
many years consecutively. If he is working at his own risk, he 
can, put forth his energies with perfect freedom. But if he is 
a servant of a bureaucracy, he cannot be certain of freedom; he 
may be given a little freedom for a while, and then a change in 
administration, or impatience at his failure to strike the true path 
of progress at his first trial, may cause him to be pulled up sharp ; 
and his chains clank, even when they do not press tightly. 

Difficulties of this kind are met not only in the injjustrial 
undertakings of Governments, but also in very large joint stock 
companies, and especially the so-called trusts. The chief t)wner8 
of the trusjis have given, and are giving, an extraordinary amount 
of thought to devising means whereby the heads of departments 
^nd others may be allowed a free hand ; and emulation may be 

t 

The imugination of such a man is employed, like that of the master chess-plaji^r, 
ifr torecasting the obstacles which may bo opposed to the successful issue of his far- 
reaching projects, an^ constantly rejecting brilliant suggestions because he has 
pictured to himself the counter-strokes to thorn. His strong nervous force at the 
opposite extreme hf human nature from that nervous irresponsibility which con- 
ceives hasty Utopian schemes ; and which is rapier to .bo compared to the bold 
facility of a weak pljjiyer, who will speedily solve the most difficult chess p^ohl^n by 
taking on binaself to move the blaci men as well as Jihe white. 
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brought to bear as a stimulus to their energy and enterpriser. Their 
devices are nciarvellously ingenious, and among the most instruc- 
tive episodes in recent economic history, but they have attained 
only a modicum of 'success. Experience sho\'^ ever more and 
more that the technical economy to ‘be attained ^by piling Pelion 
on Ossa in the agglomeration of vast businesses is i^early always 
less than ivas expected, and that the difficulty of the human, 
element ever increases with increasing size. Much can be done 
by various i^chemes of reward and promotion as regards junior 
officials, and even the superior officials are stimulated by con- 
gresses and other opportunities for submitting their ne\f ideas 
to the judgment of brother experts. But no fairly good sub- 
stitute has been found, or seems likely to be found, for the 
bracing fresh air which a strong man with a chivalrous yearning 
for leadership draws into his lungs when he sets out on a business 
experiment at his own risk. 


Economists generally desire increased intensity of State activities 
for social amelioration , that are not fully ivithin the range of 
pTWdte effort: but they are opposed to that vast extension 
of State activities tvhieh is desired by Collectivists, * 

These considerations point towards the watershed which 
divides the large majority of economists from “ Collectivists’" — 
i.e., those who would transfer to the State the ownership and 
management of land, machinery, and all other agents of produc- 
tion. We are told sometimes that everyone who strenuously en- 
deavours to promote the social amelioration of the people is a 
Socialist — at all events, if he believes that much of this work- 
can be better performed by the State than by individual e^ort. 
In this sense nearly every economist of the present generation 
is a Socialist. In this sense I was a Socialist before -I knew 
anything of economics; and, indeed, it was my desire to kfiow 
what was practicable in social reform by State and other agencies 
which led me to read Adam Smith and Mill, Marx and Lassalle, 
forty years ago. I have since then been steadily growing a more# 
convinced Socialist in this sense of the word ; ^Qd I have watched 
with admiration the strenuous and unselfish devotion to socISf 
well-being that is shown by many of the able men who are 
leading the collectivist movement. I do not doubt that the paths, 
„on which they would .lead might probably be strewn with roses 
for scinei distance. But I am convince<J that so soon as collectivist 
control hfld spread so £ar*as to considerably narrow the field left 
No. 65. — VOL. XVII. c 
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for frd^e enterprise, the pressure of bureaucratic methods would 
impair not only the springs of material wealth, but also many of 
those higher qualities of human nature, the strengthening of 
which should bd the chief aim lof social endeavour. 

To those who take this view of the dangers of collectivism, it 
is sometimes thought sufficient to reply that they still wallow in 
. the mire of laissez faire. The phrase is ambiguous, and mis- 
• leading rhetoric abounds with regard to it. Its original meaning 
was that gilds VimV niMiers should not prohibit peopje from enter- 
ing a trade for which they were competent ; any one should be at 
liberty to choose his own work. It was not till much later that 
the phrase was twisted to mean : — Let Government keep up its 
police, but in other matters fold its hands and go to sleep. 

In Adam Smith’s time Government was corrupt, and though 
he himself, like all his chief followers, was unselfishly devoted to 
the well-being of the people, experience had taught him to look 
with suspicion on those who invited the Government to new 
enterprises for the public weal : for their real motive was gene- 
rally to increase their owm gains, or to provide easy and well-paid 
posts for themselves or their relatives. Matters improved but* 
slowly during the next fifty years. But honesty and 4ruf philan- 
thropy grew apace during the earnest,- if somewhat ungainly, 
beginning of the Victorian era. And J. S. Mill, one of the first 
to proclaim boldly that Shelley was greater than Byron, made a 
memorable attempt to combine many of the essential principles 
of Socialism with an unswerving devotion to individuality and 
a hatred to mechanical regulations of life.^ 

Mill had seen a vast increase in the probity, the strength, 

. the unselfishness, and the resources of Government during his 
life ; and it seems that each succeeding decade had enlarged the 
scope of those interventions of Government for the promotion 
of general well-being which he thought likely to wurk well. 
One of the chief causes of this improvement was a dtiange of 
sentiment which had, perhaps, its chief origin in the Wesleyan 
Kevival, as Lecky has well shown. The movement was pro- 
moted by Parliamentary reform ; by the spread of education, and 
by increasing zeal in the Established and Nonconforroing 

^ If anyone will teB.di Mill's Autobiography, his essays “ On Socialism,” ipubliahod 
in the Fortnightly Review for 1879, or even his discussions of progress and of the 
functions of Government in the last chapters of Books IV. and V. respectitely of hia 
Political Economy, and compare them with Carlyle’s pamphlet on Shooti/ng Niagara, 
he will see that the popular opinion as to the* generosity of Carlyle’s temper and: 
the hardness of Mill’s is incorr^t. He may even perhaps think that«t sfcould be 
inverted. 
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Churches ; by the cheapening and improvement of literattire ; by 
the rise of co-operation, itself largely due to Owen, that noble 
if weird prophet of Socialism ; by the writings of Scott and 
Dickens, of WordsWorth and Tfnnyson, of Caflyle and Euskin, 
of Newman and Maurice ; and by the personal influence of Queen 
Victoria and of Gladstone, and other public men. ^ 

These and similar influences have co-operated with technical- 
progress to enlarge the scope for the beneficial intervention of 
Government^ since Mill’s death even more than during his lon^ 
life. Government has now many new large and subtle resources 
for funding out where it can do more harm than good. ‘Partly 
through the co-ordination and mutual aid of the forces of central 
and of local authorities, it has a much increased power of putting 
into effective op(^.ration any decision at which it has arrived. 
And the people are now able to rule their rulers, and to check 
class abuse of power and privilege, in a way which was im- 
|K)S8ible before the days of general education and a general 
surplus of energy over that required for earning a living. Thus 
we can now safely venture on many public undertakings which a 
• little while ago would have been technically unworkable, or which 
would IfiivB probably been perverted to the selfish and corruptipur- 
j)Oses of those who had the ear of Government. But on the other 
hand, this very enlargement opens out so many and so 
arduous new public duties that no Government, not even the 
German, can nearly catch up the work that is specially its own. 
Thus a new emphasis is given to the watchword, Laissez 
faire : — Let everyone work with all his might ; and most of all let 
the Government arouse itself to do that work w^hich is vital, 
and which none but Government can do efficiently. 

For instance, public authorities are just beginning to awake 
to the urgency of their duties with regard to mapping out in 
advance the ground plans on which cities should expand — a 
task m(?re vital to the health and happiness of coming genera- 
tions than any others which can be accomplished by authority 
with little trouble, while private effort is pow^erless for it. So 
I cry, “ Laissez faire ; — Let the State be up and doing ” ; lett 
it not imitate those people who have time rfnd energy enough 
to manage their neighbours* households, while their owm 
always in disorder. 

Agitin, let the Legislature cease to pass any Bills the true 
meaning of wffiich is avow,edly uncertain and must be declared 
by the courts of law; for such laws hamper constructive enter- 
prise, and give an undue advantage to those who can afford 

c 2 
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the expense of one or more appeals. Let public authorities 
provide building laws and byo-laws which are effective for all 
social purposes, and yet so well thought out and so elastic that 
no one is compelled to put up walls much sfronger than is neces- 
sary for his piirposes, in order that the automatic working of 
general rul^s, unaided by the use of brains on the part of the 
• authorities, may secure adequate strength for other buildings 
.under different conditions. Such reforms do not require any 
considerable incre*ase of public budgets. But /diey require 
that Grovernment should obtain its fair share of the 
growilig intelligence of the country, and that this intelligence 
should be concentrated intensively on work which none but 
Government can do, and that it should not be spread 
out thinly and carelessly on any social service that is 
needed. It is more necessary now than ever to bear in inind 
that the State alone can order an adequate inquiry wliere agents 
betray their trust, or where fraudulent producers or dealers can 
outwit the consumer ; and that no activities of 'its own that are 
not absolutely necessary should be allowed to interfere with its 
imperative duty to inspect and to arbitrate, for that cannot be 
discharged by anyone else, except it be the ever-ret!d}^ writers 
in newspapers. Further, in the interest of the purity of the 
public service, it should abstain from putting its officials to work 
where their probity can receive but little external sni)ix)rt, except 
from a system of checks and counterchecks so elaborate and 
cumbrous that many clerks are needed where one would suffice 
in private service. The increase of mechanical office work is 
one of the chief evils of large businesses, even under the corii- 
. paratively elastic regime of joint-stock companies : and it would 
be ^ grievously increased if public servants were under cver- 
increasing temptations in relation to those very matters which 
evade the courts of justice, and in which they themselves alone 
call act as efficient guardians of business rectitude. 


Some illustrations of the antisocial influences likely to result 
from Governmental enterprise in matters where the private 
hand is competent for action and the hand of authority is 
needed to preserve purity. 

Let us look at some illustrations.. The, careless treatment of 

• * # • ’iw'' 

milk is an inaidious cause of disease, which public authority has 
hitherto treated somewhat negligentljP. • That is inde8d one sin 
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against the true constructive Aoctrine :--Laissez fairs; let the 
Government arouse itself to do energetically its proper work of 
educating British farmers up to the Danish standard, if not 
beyond ; and of enforcing sanitary regulations in critical matters 
such as this. No doubt, under present conditions, ij: may be right - 
to organise municipal depots to provide specially pure and appro- 
priate milk for those infants whose mothers cannot give them, 
their natural food. But the function of such depots is purely, 
educational : they ought soon to make way for enlightened free 
co-operation under stringent public supervision. High collec- 
tivist. authority openly advocates them as the thin end X)f the 
wedge for pushing all private producers out of the milk trade. 
But this would seem to be anti-social. For it would close a 
suitable careei' to many men who were learning the elementary 
princif>les of enterprise in a simple business : and it w^ould 
increase the glaring disproj)ortion between the work that is 
required of municipal councils and the number of hours which 
they could give -to it ; even if they had no private businesses of 
their own to add to their burdens ; and if they were not compelled 
pto pay attention to appropriate means for conciliating the favour 
of theii •constituents against the next election. 

The milk supply is -a relatively simple affair. But Govern- 
mental intrusion into businesses which require ceaseless inven- 
tion and fertility of resource is a danger to social progress the 
more to be feared because it is insidious. It is notorious that, 
though departments of central and municipal government employ 
many thousands of highly-paid servants in engineering and other 
progressive industries, very few^ inventions of any importance are 
made by them ; and of those few iicarly all are the work of men, 
like Sir W. H. Preece, who had been thoroughly trained in free 
enterprise before they entered Government service. Govern- 
m(3nt creates scarcely anything. If Governmental control had 
sujyplanted that of private enterprise a hundred years ago, there 
is good reason to suppose that our methods of manufacture now 
would be about as effective as they were fifty years ago, instead 
of being perhaps four or even six times as efficient as they were^ 
thqn. And in that case, if the population of the country 
had growm to forty-three million, it is probable that the tokl 
real income of the country w^ould be about half what it is now ; 
and that, if divided out equally among all families, it would yield 
less than the average healthy bricklayer or carpenter now earns. 
It has been well said that' If all the material weal^ in the world 
were deairoyed by an earthquake, leaVing only the land, know- 
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ledge, and food enough to sustain life till the next harvest, man- 
kind would in a generation or two be nearly as prosperous as 
before; but if accumulated knowledge were destroyed, while the 
material wealth remained, several thousand years might be needed 
to recover lost ^ground. 

And yet while Governments are being thus urged in the name 
of collectivism to an anti-social destruction of the springs of 
knowledge, a public engineering venture can often make a brave 
show. For it annexes the best products of that free enterprise 
Which it is stifling. Its vast resources enable it to buy the most 
up-to-date plant, and to be for the time at least ahead ii\ this 
respect of some of the very businesses whose brains it is picking. 
It calls attention to its accounts, and they show a profit. The 
ordinary observer neglects the fact that in equity every business 
of such a form a^s to bo unlikely to make inventions of its own, 
ought to pay a subsidy to those whose ideas it is turning to 
account. And he neglects the fact that, when a Government 
undertaking becomes obsolete, its accounts drop silently away. 
There is, indeed, grave doubt whether those of its under- 
takings which have no exclusive monopolistic advantage would 
show^ a fairly good return on the aggregates capital iw^'rsted in 
them, if their accounts were made out on -the same complete and 
rigorous system that is required of private business. 

A Government could print a good idition of Shakes}xjare’s 
works, but it could not get them written. When municipalities 
boast of their electric lighting and power works, they remind 
me of the man who boasted of “ the genius of my HamVet when 
he had but printed a new edition of it. The carcase of municipal 
electric works belongs to the oTfficials ; the genius belongs to free 
enterprise. 

r' am not urging that municipalities should avoid all such 
undertakings without exception. For, indeed, when a large use 
of rights of way, especially in public streets, is necessary, it is 
doubtless generally best to retain the ownership, if not also the 
management, of the inevitable monojx)Iy in public hands. I am 
only urging that every new extension of Governmental work 
m branches of production which need ceaseless creation and initja- 
tiisc^ is to 1)0 regarded as primd facie anti -social, because it retards 
the growth of that knowdedge and those ideas which are incom- 
parably the most important fo,rm of collective wealth. 
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Social disaster would probably result from the full development 
of the collectivist programme, unless the nature of man has 
first been saturdted with economic chivalry^ 

I venture to think that the able and high-nhnded leaders of 
modern collectivism lay too much stress on the technical superi- 
ority of their schemes over those of the earlier Utopian Socialists 
and communists. That superiority is indeed beyond question*. 
The earlier ventures, and some even of the more recent expeii- 
ments in America, disdained the use of modern machinery^ in the 
field and in the workshops. They held aloof from great world 
markets, and they applied almost primitive methods to satisfy little 
more than primitive needs. They recognised no private property 
even in house-room and furniture ; they allowed no scope for in- 
dividuality in taste or in the minor affairs of life; they arranged 
that everyone should share equally in the joint produce of the 
labour of all; or, if there was any discrimination, it was only 
that which, within the limits of a family subduing the prairie, 
allots the hardest work to the strongest and sturdiest members, 
and assigtis to an ailing daughter or sister the choicest food, and 
the seat nearest to tho window in summer and that nearest to 
the fire in winter. There was neither the opportunity nor the 
largeness of insight and foresight needed for a classification of 
workers according to their faculty, combined with special com* 
pensation in shortness of hours or otherwise for those who did 
specially •difficult or sjiecially disagreeable work, and so on. 

Modern collecMvists claim that their schemes are free from all 
these nan'owuiesses. With earnest emphasis, though perhaps 
with insufficient appreciation of the difficulties of the problem, 
they foreshadow more or less distinctly a finely-woven textuje, in 
which the warp of unified central authority and ideas is crossed 
by a -I weft of departmental responsibility and free plaj^ in 
detail. They point to administrations such as that of the 
Prussian railways, wffiere attempts have been made, on lines 
which have been worked out more thoroughly by giant businesses 
in America, to devise opportunity and incitement for free spoif- 
taneity on the part of each successive grade of officials dowm to 
the lowest. They avow themselves to have a loyal zeal for In- 
dividuality ; and some of them have even followed John Stuart 
Mill in his passionate cry that occasional solitude is so necessary 
for^the health of man’s 'spirit that a world from which it was 
crowded would be already half dead. In vifew of this tech- 
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nical cqntrast between the old and the new, it may seem at first 
sight that the failures of Socialistic enthusiasts in the past have 
no lesson of warning against the schemes which now hold the 
field. But I veijture to think that a closer view suggests the 
contrary. 

For many of those Utopias wore almost ideally perfect ex- 
periments for the purpose of investigating how much economic 
chivalry there is in the breast of the common man — that is, of 
tTie man who is not endowed with the qualities of leadership. 
And the results proved, I think, conclusively that in the common 
man jqalousy is a more potent force than chivalry. The imme- 
diate cause of the failure of those Utopias seldom lay in their 
technical deficiencies. It lay rather in the belief on the part of 
some of the members that others were doing less than their share 
of hard and disagreeable work, or were getting insidiously more 
than their share of the comforts and amenities of life. Those 
who were dissatisfied could not easily move into a neighbouring 
business and find their level there ; for that would have involved 
the abandonment of those hoi>es and ideals which had attracted 
them to the movement, and for which some of them had made 
sacrifices. Their discontent had not the wholesome whicli 

a freedom of movement affords to most .people in the modern 
world. So it remained under the surface, and festered, till at last 
the whole society was full of sores, and the end came. This 
was, in fact, the experience of almost every if not every such 
scheme, except a few in which an ardent devotion to some par- 
ticular religious creed, positive or negative, completely dominated 
their lives and thoughts. In those exceptional tsocieties material 
comforts counted for little, rwid personal jealousies could be 
stilled by the counsel and authority of the leaders whom they 
reveronced as prophets, raised above the ambitions and the 
temptations of ordinary life. 

Iij Germany the dominion of bureaucracy has combined with 
other causes to develop a bitter class hatred, and to make occa- 
sionally social order depend on the willingness of soldiers to fire 
on citizens; and the case is, of course, much worse in the even 
ifeore bureaucratic E^ssia. But under collectivism there would 
be^po appeal from the all-pervading bureaucratic discipline, A 
man would often think himself unfairly treated : he would be- 
lieve that others were contributing less to the common fund |han 
he was, and were, through favouritism or even corruption, draw- 
ing more from it; and such a man wo\ild, if possible, flee to a 
country where ffee enterprise still flourished. But if thef^ vfere 
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no such haven, his disquiet would grow; obedience to authority 
would be given unwillingly ; and if the discontented were to be 
kept to their work by force, the resulting tyranny would need 
to surpass all previous records in minuteness #of detail and in 
the destruction of everything that makes life worjh living. 

I submit, therefore, that if collectivism is to*work even fairly 
well, there must be ample provision for enabling •anyone who 
thinks his lot unduly hard to find relief in some way that has not 
as yet been discovered. It is true that ingenious suggestions 
have been made for automatically regulating the work and p^ly 
in different occupations under a collectivist regime. They are 
perhaps not likely to approve themselves to anyone who has fol- 
lowed closely the working of co-operative or “ competitive ’ ’ 
businesses. 

Let us, however, suppose, for the sake of argument, that 
Bonie workable scheme to this end could be devised. We are 
then brought fac(' to face with the difficulty already suggested that 
those improvcm(U)ts in method and in appliances, by wffiich man’s 
power over nature has been acquired in the past, are not likely 
to continue with even moderate vigour if free enterprise be 
stoppeclr-A^cfore the human race has been brought up to a much 
higher gen(U’al level of economic chivalry than has ever yet 
been attained. The w^orld under free enterprise wdll fall far 
short of the finest ideals until economic chivalry is developed. 
But until it is developc'd, every great step in the direction of 
collectivism is a grave menace to the maintenance even of our 
present moderate rate of progress. 


The social possibiliUcs of economic chivalry on the part of indi- 
viduals and the community as a whole under existing insti- 
tutions. 

To conclude There is much more economic chivalry 
in the world than appears at first sight. The most important 
and progressive business work is scarcely ever without a largo 
chivalrous element, and is eften mainly dominated by chivalrouS 
motives. But there is also much getting of wealth that is pot 
chivalrous, and much expenditure that has no touch of nobility. 
To distinguish that wdiich is chivalrous and noble from that which 
is not, is a task that needs care and thought and labour; and to 
perform that task is a firsf duty for economists sitting at the feet 
of busii^ss men and learning from them. An endeavour should 
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be mad^, so to guide public opinion that it becomes an informal 
Court of Honour : that wealth, however large, should be no 
passport to social success if got by chicanery,* by manufactured 
news, by frauduient dealing, or by malignant destruction of 
rivals ; and that business enterprise which is noble in its aims 
and in its methfods, even if it does not bring with it a large 
fortune, ma/ receive its due of public admiration and gratitude, 
as does that of the progressive student of science, or literature, or 
art. 

• The discriminating favour of the multitude at ^Athens and 
Florence gave the strongest stimulus to imaginative art. Apd if 
coming generations can search out and honour that which is truly 
creative and chivalric in modern business work, the world will 
grow rapidly in material wealth and in wealth of character. Noble 
efforts could be evoked ; and even dull men would gradually cease 
to pay homage to wealth per se without inquiring how it had 
been acquired. Wealth-getting by sordid means would not win 
its way in society, nor in popular favour; and no political com- 
mittee, however devoid of high sentiment, would be short-sighted 
enough to follow a recent example in choosing a candidate who 
had been proved judicially to owe much of his wea]ti^>-to base 
means. Sordid practices would then pren^ent wealth from yield- 
ing that social eclat for which sordid men chiefly prize it, and 
would go out of favour with men of ability and common sense, 
however devoid of high principle. 

The chivalry which has made many administrators in India, 
Egypt, and elsewhere, devote themselves to the interests of the 
peoples under their rule js an instance of the way in which 
British unconventional, elastic methods of administration give 
scope for free, fine enterprise in the service of the State; and 
it atones for many shortcomings in forethought and organisa- 
tion. Again, because the dead hand of bureaucracy has stretched 
but *a little w^ay into her affairs, this country is able 4o call 
together voluntary committees of men trained in strenuous pri- 
vate enterprise, who freely give good general guidance in some 
large matters, such as London transport systems and army ad- 
ministration ; and tlfis, again, is a form of chivalry in work which 
ha£ great potentialities for good, and which it is the business of 
economists and others to study and to praise. 

Gradually, it may be hoped, public opinion may be warked 
up to the point at which a rich man who lives idly will be 
despised. The increasing strenuousneSs of life which shows 
itself in sport may find an ever-increasing jent in solid ^ork for 
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the public weal. As President Eliot suggests, rich men jnay be 
led to give themselves specially to tasks which require high 
faculties and responsible characters, but for wh^ch it is not easy 
to allot large salaries : they may, for instance, ^ake work where 
an impecunious person, finding large streams of jnoney passing 
through his hands, might be subject to temptations from which 
they would be free ; and they may set themselves to public 
tasks which would prepare the way for progress in the future, but 
would not yield sufficient immediate fruit to secure liberal endow- 
ment from a democracy.^ * 

T.hus chivalry in work would run into chivalry in using wealth. 
Expenditure for the sake of display, however disguised by an 
aosthetic atmosphere, would be thought vulgar. He who devoted 
his energies to buying good pictures, especially by artists not yet 
known to fame, and gave them to the public at his death, if not 
before, would have reaped a good return from his wealth ; and 
so would he who made his park beautiful, opened it to the public, 
and perhaps arranged for easy transport to it from neighbouring 
industrial districts. 

Economic chivalry on the part of the individual w^ould stimu- 
late arur be stimulated by a similar chivalry on the part of the 
community as a whole. The two together might soon provide 
the one or two hundred million a year that appear to be available, 
without great pressure on the well-to-do, tow^ards bringing the 
chief benefits which can be derived from our new command over 
nature wdthin the reach of all. 

Equijfped with such funds, the State could so care for the 
amenities of life ohtside of the house that fresh air and variety of 
colour and of scene might await the citizen and his children very 
soon after they start on a holiday walk. Everyone in health and 
strength can order his house well ; the State alone can bring the 
beauties of nature and art within the reach of the ordinary 
citizen! But the chivalrous rich man could aid municipalities 
in such vastly expensive schemes as that of Miss Octavia Hill 
for gradually opening out several broad bands of verdure at 
different distances in and about every large towm, and for con- 
necting by transverse avenues along which weirking men and theil 
wives might stroll, while the children played round them, to a 
recreation ground. Again, he might help towards removing the 
reproach that the exceptional natural advantages which London 

^ Great Riches, 1906. Compare another recent memorable utterance from 
Har^rdiJniversity — Professor Taussig’s address to the America^ Economic Associa- 
tion, Deo.#1905, on “ The Love^f Wealth and tfio Public Service.'’ 
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derives irom her great river with its high banks cannot be seen 
by the eye, but only by the imagination. These and similar calls 
would attract m^ch of his resources while he was alive, and most 
of his means wduld go to public uses at his death. For the 
, growing opiniQn that it is *an ignoble use of wealth to leave 
large fortunes mainly to relations is reinforcing the perception 
by the rich 'that the inheritance of great wealth is seldom an 
immixed good. Strong men are getting more and more to recog- 
nise that a deep full character is the only true source of happi- 
ness, and that it is very seldom formed without the pains of 
some self-compulsion and some self -repression. Those who from 
childhood upwards have been able to gratify every whim are apt 
to be poor in spirit. 

The rich man would further co-operate with the State, even 
more strenuously than he does now, in relieving the suffering 
of those who are weak and ailing through no fault of their own , 
and to whom a shilling may yield more real benefit than he 
could get from spending many additional pounds. He would 
contribute towards the costly organisation needed for helping 
and compelling those who, through w'eakness or vice, have lost 
their ^elf-respect, either to reform their own lives, at all 
events, to cease to drag their children down with them. He 
would, by increased voluntary service, aid the State to abandon 
the unworthy plea that even a rough discrimination between 
the just and unjust is so difficult and would require so large 
an outlay that the same measure must be meted out to all who, in 
old age or before it, are in urgent need of assistance. Under such 
conditions the people generally would be so well nurtured and 
so truly educated that the land would be pleasant to live in. 
Wages in it wnuld be high by the hour, but labour would not be 
dear.* Capital would therefore not be very anxious to emigrate 
from it, even if rather heavy taxes were put on it for public 
ends*: the wealthy would love to live in it ; and thufe true 
Socialism, based on chivaliy, would rise above the fear that 
no country can move faster than others lest it should bo 
bereft of capital. National Bocialism of this sort might be 
full of individuality and elasticity. There would be no need 
for those iron bonds of mechanical symmetry, which Marx 
postulated as necessary for his “International’* projects. 

If we can educate this chivalry, the country will flourish 
under private enterprise. Or, shoul^ collectivists succeed in 
showing that hqnian nature had at last been so flrmly ba^ec^ in 
chivalry that their great venture might be tried without imnning 
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violent risks, some other civilisation than that which we can now 
conceive may take the place of that which now exists. It may, of 
course, be higher. But those who believe that all the commerce of 
the world will ere long be carried through the air should make a 
few aeroplanes carry heavy cargoes -against the wind before they 
invite us to blow up our railway bridges. For similar reasons 
it seems best that the difficulties of collectivisdi should be 
studied much more carefully, before the scope for creative enter- 
prise is fui'lher narrowed by needlessly intfuding collective ad- 
ministration into industries in which incessant free initiative^is 
needed for progress. • 

Thus the end before us is a great one. It calls for steady,* 
searching analysis, and for a laborious study of actual conditions. 
Economists cannot do it alone. Perhaps it may be found that 
their share in it will not be large, but I myself believe it will be 
very large. I submit, then, that a most pressing immediate call 
on us is to associate in our own minds and those of others 
economic studies and chivalrous effort. 

Alfred Marshall 



LAND VALUE TAXATION AND THE USE OF LAND A 


The rates are one of the highest and the worst taxes under 
which Englishmen and English industry have ever groaned. Our 
present crude method is to treat land and the buildings and 
improvements on land as if they were one and the same in 
nature. We call them both “real property,” and think it 
makes them the same so to call them. And then we clap the 
same taxation on the combined values. The consequence is 
that there is a tax of 25. or 45. in the £ in tbe country, and 
from 65. to 125. in the towns, on every improvement in the 
soil, on every farm building, on every inhabited house and 
cottage in the land, on every mill and factory, on every enter- 
prise which any man starts. It might be supposed to be a 
virtue in a Scotch farmer to take up derelict land in Essex, spend 
money on it, and farm it with exceptional skill. But the moment 
he does so, we check his enterprise by putting a high rate upon 
him, which is increased with every improvement he puts upon 
the land. In the same way in our towns a mapufacturer doubles 
his mill and employs more hjjnds, and we at once double his 
taxation in proportion to his industrial activity. Or a country 
landlord builds decent cottages instead of hovels for his labourers 
in the old village. We at once double the rate upon them in 
order to warn his less philanthropic fox-hunting neighbour not 
to be such a fool as to imitate him. Or an enterprising builder 
wants to put up a new row of houses by the new tram-line ; 
he has to calculate that, besides recouping himself for the cost 
af labour, of material, and of the land (of which more anon), 
he will have to consider whether there will be tenants who ciln 
afford to pay half the whole annual value of the house in rates 
eveiy year. So necessarily he decides to erect houses of half 
the value and comfort which be would otherwise build in order 
that the wage and salary of the tenant* may cover the rate. 

Mr. Charleii* Booth , whpse chapter on the ' ‘ Bates and •the 

^ Road before the Congress of the Royal^Conomic Society. 
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Housing Question in London” is, I think, the most lucid ex- 
position of the question yet written, puts it in one pithy 
sentence : — 

** When for the advantage of the consumer, and the interest of ^ 
the towns and of trade, the food of the people tvas relieved of a 
large part of the taxation it had borne, it seems to have been over- 
looked, or not fully foreseen, that the houses that the people lived 
in were, or would come to be, even more heavily taxed than their 
food had ev^r been, and that free internal development would be 
hindered by the peculiar incidence of this burthen.” 

The analogy with the bread-tax is pcirfect. If bread is taxed, 
bread becomes more expensive, some have less bread, the poorest 
starve. We tax houses at the rate of half their annual value. 
Houses therefore become more expensive ; good houses are out 
of the reach of more people ; the poorest are starved in house- 
room — that is to say, they are overcrowded. 

Now, whether municipalities are extravagant or not, it is 
clear enough that the accumulated w^ealth of Elngland, and 
especially of our towns, has increased so enormously during the 
very pei iod of the great rate expansion that the amount our 
present rates ought not to overwhelm them. The question is 
whether we ought to raise all that money in a way that checks 
industry and lowers the standard of comfort, sapping the re- 
sources from which we have ultimately to raise the taxation. 

What we propose to do is, in fact, to make the rates a rent- 
charge w*hich will be the first charge on all land in exact pro- 
portion to its selling value. That portion of the assessment 
which at present represents houses, industrial undertakings, aqd 
improvements of all kinds will cease to bear taxation. The re- 
mainder, which will represent land value alone, will bear the 
whole of what is now borne by land and buildings in common. 

It is, how^ever, not always understood bow great this change 
will be. “ Is it not merely,” I am sometimes asked, ” a change 
in name? Will not a ratepayer, who now pays a rate of 6s. in 
the £ on an assessment of £200, merely pai in future 125. on ^ 
land value assessment of £100?” In some cases this will, no 
doubt, be the case. But in many places the shifting of the burden 
will be considerable. Compare two properties, one in the centre 
of a*town, and the other on the outskirts. Both are rated now on 
an assessment of £300. ^ JBnt the land value of the central site 
is £1(10 of the total assessment, and of the surhurban one only 
£26. in the one caaSitherc is a building unworthy of the ex- 
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cellent, site position. In the other case, a very good house is 
paying an enormous tax. The result of the new system would 
be that while the central site paid rather more, the site on the 
outskirts would Vay greatly less. And this shifting of the pro- 
portion of rating from one -property to another would be going 
on in varying degrees all over the country. To all ratepayers, 
relief would* be given where the buildings and improvements on 
the land formed the greater part of the value. Where the land 
values were great, the proportion of taxation woul|] be higher. 
And yet there would be gain even to those who had to pay more. 
For they would know^ that, however much in future they might 
improve their land and put it to more profitable use, they would 
not, as now, suffer from an increase of taxation. 

But there is another and most important direction in wdiich 
the new system would have a deep and far-reaching effect. The 
price which has to be paid for land is a first consideration common 
to every industry wdiich has to commence in our country. Upon 
what terms is land obtainable in this country?- Land has one 
peculiarity which does not appear in any other commodity. The 
seller need never sell unless he pleases. Private reasons may 
impe^ him to realise the value of his land. He may have a 
public motive for parting with it. Or he -may think it worth his 
while not to hold it any longer. But while otluu* commodities 
have cost something to produce, and will deteriorate if unused, 
land has cost nothing to produce, and does not deteriorate in 
permanent value owing to the action or inaction of the owner. 
Now the irregular impulse to sell or use land depending on the 
whim or necessity of the 'Owner creates the formidable situation 
that it is impossible to secure that an increased demand for land 
shall bring land into the market. Consequently, we find the 
excessive prices for land, which are the rule wherever the build- 
ing hunger exists. If there is a demand for more beer, or the 
consumption of cotton expands, the price of beer and* cotton 
may momentarily rise ; but before long so much more beer and 
cotton are produced that the prices fall again. With land it is 
not so. The increased demand for land causes no greater pro- 
duction of land; it^ positively diminishes the quantity available. 
And as there is no impulse to the owners to part with it except 
their whim or greed, the price rises ten, twenty, a hundred-fold 
before the point is reached at which they are willing to meei the 
demand. 

One year so/ne fields at a short disfance from a rising Ipwn 
will be let as farm land, and will have ap .agricultural vaiue, and 
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no more. Five years later the town will have spread, and 
although those fields are still let for £2 an acre, their selling 
value is no longer from £30 to £60, but £100. |The demand of 
the approaching town has begun. Does the owner sell? Not 
a bit. He tells his agent to wait.* He holds ^om, and would 
scream confiscation if anyone suggested that he ought to be 
induced to part with his property at only twice t*he value it 
could have fetched five years before. His rates, too, remain, 
the same, calculated on the agricultural value.* 

Another five years pass. The needs of the town are bounding 
up. Streets have straggled out to the edge of the property, and 
trams a quarter of a mile further down the road. Still he gets 
£2 an acre. Still he pays the same rate. But he could sell 
the land to-day at not £100, but £1,000 an acre. Not he. He 
sees that Mr. Podgers, at the other end of the town, who waited 
until the houses had flowed all round his two acres, sold for 
£1,500 an acre only six months ago. The agent is told to wait 
for the same price. Meantime, industries arc being checked 
because they cannot pay the prices, which are thirty times the 
agricultural price. The builders cannot get land. While the 
slums in the centre of the growing town are yearly packing 
closer with poor human beings whose rents are increasing and 
whose house-room is decreasing, my lord’s agents will not let 
the land go under £1,500, Suddenly the community gets the 
land into the market. The agent has orders to sell at anything 
above £900. He gets £1,050 an acre. But why this change of 
policy in the owmer? Had he suddenly becxmie struck with the 
misery of the slum*s, and had he a first dim consciousness that 
he was himself responsible for no more houses being built? Not. 
a bit. His daughter had become engaged to a neighbouring 
landlord, and his son had “ blued ” a couple of years’ allowances 
at Monte Carlo, and he therefore was pressed for cash, and 
determined to realise. So the town got his land what he wonld 
call cheap. 

Now the question which is rising in the minds of many 
people is why the community should not be alle to get the land 
at little over the agricultural value, say at £80 or £100 an acre. 
All the increase is due to the growth of the town, not to the 
owner. It is not confiscation to compel him to use his land 
to the^ best purpose. That he should not do so is a grave dis- 
advantage to the community^, 

is that tKe towns are demanding, that all land 
shall be iated bn its seyifig value instkd of the actual value at 
No. es.—voxi. xvn. b 
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which it is let. For the owner will not long keep the land in a 
condition which produces to him only £2 an acre if he is taxed 
on a capitfitl v^lue of £200 an acre, requiring him to pay as 
much or more^in rates than he gets in return from the land. 
Yet where do(^s the unfairness come in? For he could sell or 
let any day that he pleased for building purposes. The only 
. impediment is his own will. It is proposed to manufacture the 
. will in him by taxation. 

It is not, however, uncommon to hear the argument urged : 
“How can you say that there are not enough houses at present, 
w^herf there is no city in the kingdom where there are not 
hundreds or thousands of houses uninhabited to-day. “ It, no 
doubt, is a melancholy fact that these houses should be unused. 
There are subordinate reasons, such as the drift of population 
and the shifting of industries. Sometimes a quarter is deserted 
by the class for whom the houses are especially suited. But 
the chief reason is in our blundering rating system. The rents 
asked are out of the reach of the population who need the houses, 
because of the excessive local burdens upon all buildings. But 
the additional inducement is given to the owner of a house to 
keep it empty if he finds it difficult to lot it at a rent which 
he judges reasonable. For the moment the house becomes empty, 
no rates are charged upon it. So, if a wholly unsuitable house 
has been built which no one would think of occupying at a 
rent which will cover the outlay on its erection, it may remain 
empty for any length of time, however much the site may be 
suitable for another class of house ; but this inducement to keep 
houses empty would be at an end under the ‘ new rating system. 
The land value rate would Have to be paid whether the house 
were let or not. The immediate result would be the letting 
at ‘lower rents of the houses now standing empty, or the disposal 
of them to other persons who would erect profitable dwellings 
upon their sites. 

Though every Bill which has hitherto been discussed in 
Parliament has been confined to urban areas, there is no reason 
why, if the econtoic argument is sound, the rural districts of 
' England should not share the advantages of the new system. 

In every case where a rural landlord from insolvency, want 
of enterprise, game-preserving mania, or whatever other motive, 
fails to put his land to the best use, under our present ay stem 
his assessment tor rates is correspondingly lower. Someone else, 
as in the towns, has to pay. The burden falls more heavily 
OB the man who is making the most of the land, ^^fes laiii 
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may be intrinsically worth no more or even less than the neglected 
estate. But he will have to pay the penalty for the failure of 
the bad landlord by higher rates on his buildings and improve- 
ments. 

It appears to me, indeed, that an alteratioii of the rating 
system lies at the root of the question which is troubling the 
minds of everyone to-day — the exodus of the population from, 
rural England, The small manufacturer who is just starting a. 
precarious vqpture and would prefer the country to the town i§ 
at the mercy of the landlord, who will rarely part with his land 
in small quantities in the country for industrial purposes.* But 
if the land all down our railways were rated on its selling value, 
landlords would not dare to refuse any rc3a8onable offer made by 
a manufacturer for convenient land, because the next rate-book 
would show a rise in their assessments more or less according 
with the sort of offer which had been made to them. The manu- 
facturer would not have to wait for the Garden City Company 
as intermediary to get his land. We cannot prophesy, and we 
can only very vaguely direct the way in which rural England 
might bo repeoplcd from the cities. But we can create the 
conditions under which it might occur. It can never occur until 
the land is tolerably free to change hands wherever any man 
or community of men present themselves who offer to put it to 
fuller use than it is used for now. The growth of a race of 
small-holders, of village industrialists, of fruit-growers, or of any 
new class such as might re-people the country, must necessarily 
be slow and tentative. Just because it is tentative, it cannot 
make headway against the enormous •original disadvantage of 
the land monopoly. I do not for a* moment suggest that all the. 
secret of the future lies in one great change, but it has increas- 
ingly impressed itself upon my mind that nothing would do more 
for England economically than to alter the fundamental relation 
of the l&ndlord and the community. Now the community has 
to wait on the will or the need of the landlord. We require an 
automatic system by which the landlord will become as anxious 
to offer his land for use as the community arelto use it. 

Charles Trbvblvan 



THE PROPOSED RELIEF OF BUILDINGS FROM 
LOCAL RATES.^ 

I HAVE chosen the relief of buildings from assessment to local 
rates, for my special subject in this conference, because that 
appears to mo to be the demand on which the site-value taxation 
movement is concentrating. In the heat of political controversies 
economic ideas gradually improve, and I think it is pretty clear 
that the old belief that something could be got for the occupier 
by jireventing him from agreeing to pay the rates levied on the 
property he occupies is very nearly exploded even among the 
most backward thinkers. The proposal for making this kind of 
contract impossible does indeed still linger in the very latest 
bills for land-value taxation, but we may, I think, expect it to 
be modified till it becomes meaningless, if it is not omitted 
altogether. Under the Bills of a year or two back a lessee who 
had made a good bargain by taking at a low ground-rent a plot 
which subsequently rose largely in value could have deducted 
from his ground-rent more than the ground-rent, and, therefore, 
have made his landlord pay him something. This absurdity was, 
of course, never intended, and has now been dropped. It is still 
proposed that the lessoUs income should bo liable to indefinite 
reduction by the rise in the* poundage of the rates which may 
reasonably be expected to take place as it becomes convenient to 
supply more services from a central local station and without 
charging for them by actual measurement of the quantity taken. 
Byt this proposal also will soon be seen to be absurd ^nd only 
likely to kill the system of letting on long leases for fixed sums, 
and to substitute leases for sums growing with the site-value,^ 

^ Bead before the Congress of the Royal Economic Society. 

® At present, when L landowner lets a plot of ground, he asks the leasee to con- 
tract to pay, say, £2 annually for ninety-nine years, and gets no advantage* from 
any rise in the site-value till the end of the ninety-nine years, Under existing 
conditions it would be too difficult and expensive to arrange for a ground*rent 
increasing with the site-value. The establishment of a periodical valuation of site- 
values, carried out at the expense of the rates, will change all that, and rt will be 
the simplest thing in the world to let land, not jov a fixed sum, but for the site- value 
as determined from time to time by the valuation’ list in force. Under this ayrangot 
naent, if the gronhd landlord is made subject to increasing rates, he wilHn eftdinary 
prospeirous circumstances have an increasing grounds rent out of wlaich%o pS-y them * 
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We may expect it, too, to be dropped and to be replaced by*a pro- 
vision that the lessee may deduct only the amount payable at the 
, time the lease was made, which will make no di|ference to any- 
one. So I intend to confine myself to the only substantial part 
of the programme as now conceived; the proposal* to alter the 
whole basis of local taxation by exempting buildings. 

Before considering the advantages attributed to *a proposed 
alteration in an institution, it is always well to endeavour to 
ascertain hov4 the institution came to be established in its exist- 
ing form, and why it has so far continued to exist. Let us 
begin by asking, then, why buildings are rated at present* and 
why the plan of rating them has been found at any rate en- 
durable as long as it has. In a little book which T wrote ten 
years ago I endeavoured to show, and I think succeeded in 
showing, that it is wrong to regard the English rating system 
as having been historically based either exclusively on the prin- 
ciple of taxation according to ability, or exclusively on the prin- 
ciple of payment ‘according to benefit or cost of service rendered. 
Local taxation was and is raised for many different purposes, and 
for some of those purix)se8 the principle of ability, and for 
others the principle of benefit, rightly appeared to men’s minds 
the most appropriate. The practice of levying rates in propor- 
tion to the annual value of the whole of the fixed property within 
the locality, and omitting all other sources of income, is, of 
course, flagrantly in disagreement with the principle of taxation 
according to ability. It established itself for the purpose of 
poor relief,* in spite of the law and the law-courts, because of 
the practical impossibility of dividing up» other sources of income 
between the various localities, a problem with which the States 
of the American union are still blindly struggling. But its exist- 
ence for some purposes, long before the poor-rate w^as ever 
thought of, and its adoption in modern times for a vast number 
of expenMve services rendered by modern local authorities, ns 
, due to the fact that for these purposes it is approximately in 
accordance with payment according to benefit. A man with 
a big farm is likely to get more use out of the ^oads than a man 
with a little one ; a man with a big house is likely to produce 
Ihore work for the drains and the dust-carts than a man with 
a small house, and so on. Of course, the standard of annual 
value is not an absolutely accurate one. It is not even so ac- 
curate as the system of charging for tramway rides by penny 
stago% apd it is much less accurate than the systeip of charging 
for ^as by number of Qujiio feet eousumed. But some of the 
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services, such as watching, cannot be measured out to the con- 
sumer by any known method, and others, such as road repair, 
cannot be measured even roughly without enormous expense (as, 
for example, by turnpikes and tolls). For these it is absolutely 
necessary to%adopt some conventional standard, and assume that 
the services obtained by the contributor will be nearly, at any 
^ rate, in pfoportion to that standard. In the course of last 
century the standard of annual value was considerably modified by 
allowances to certain classes of property. The Jjighting and 
Watching Act of 1833 provided that buildings and their sites 
should pay three times as large a rate for the purposes of the 
Act as agricultural land, and the Public Health Act of 1848 
followed this precedent by enacting that agricultural land, rail- 
way lines (but not stations), and canals should be assessed at 
only one-fourth of their full annual value. This scheme regulates 
the levy of the greater part of rates in English towns at the 
present day. The Agricultural Rates Act extended the principle 
to the remainder of urban rates and to the whole*of the rural rates 
by providing that agricultural land (but not farmhouses) should 
be assessed at half its annual value for all ordinary rates except 
tho8^ for w^hich it was already assessed at a quarter. 

The reason given for these modifications of the general rule 
of contribution according to annual value of premises occupied, 
was that annual value as modified is more in proportion to 
the amount of service rendered by the local authority to the 
occupiers of the different classes of property. The fact that 
it was put forward shows that it had become rocoghised that, 
whatever the historical origin, the economic’ justification of the 
continued existence and of the further application to modern 
services of the system of contribution according to annual 
vahie is that it approximately apportions payment to service 
rendered. It was considered that occupiers of agricultural 
land received k\ss per pound of rateable value than occupiers 
of buildings, and so the allowances were introduced. The 
principle is the same as that followed in the ordinary scales 
of charges for do:^iestic water supply, which diminish in their 
^percentage on the rateable value as that value increases, the idea 
being that the houses of high value take less water per pound 
of rateable value than those of less value. ^ 

I shall not give my own opinion as to how near the existing 

^ The idea, probably erroneous in these days^ofr fixed baths and hot- water supply 
to sculleries and pantries, was doi^btless correct at the time wheji it made ils way 
into favour. Eire insurance payments are analogo^s,^ 
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scale pf charges comes to apportioning payment to service. ^ What 
I am concerned with is the principle of rating buildings, not 
the exact proportion in which they should be rated. It does 
not matter for the present purpose whether buildings worth £100 
a year cost the local authority four times as much, pr only twice 
as much as agricultural land worth £100 a year,* nor whether a 
house worth £1,000 a year costs ten times as much, or only 
seven times as much as a house worth £100 a year. These are* 
merely details of the application of the principle. It is sufficient* 
for me if it is admitted, as everyone must admit, that the 
addition of buildings to bare land increases the expenses pf the 
local authority, and that the increase is greater the greater the 
value of the building of any particular class, no matter whether 
the increase of expense is in exactly the same or in a somewhat 
greater or smaller proportion than the increase of value. If 
this 'is admitted, the rating of buildings is a means for making 
people pay in proportion to what they get. It is an old proverb 
that he w^ho pays the ])iper should call the tune, and it is equally 
true that he who calls the tune should pay the piper. If a 
building is erected, whoever uses it will receive along with it a 
vast number of important services which are necessary for his 
health and comfort, and for the proper carrying on of his busi- 
ness, As it is inconvenient or impossible to measure these out 
to him as gas is measured, he is asked to pay a contribution 
based on the proportion which the annual value of the premises 
he occupies bears to the whole annual value of all the premises 
in the district. What can be more reasonable or more economical? 

No one, whether individualist or socialist, doubts that under 
existing circumstances payment according to service is in ordinary 
cases the most economical arrangement. When we go to the* 
butcher’s or the baker’s we expect to pay for what we have. 
We do not go about complaining that charges for meat and 
bread are great discouragements to eating, and that therefore 
butchers and bakers should be relieved of income tax under 
Schedule D, in order to reduce the price of meat and bread. And 
if anyone should have the temerity to say ^ that buildings are 
more praiseworthy articles than bread and moat, I would retorP 
that all the same everyone seems to think it quite reasonable 
that people should pay for their own carpets in proportion to 
the quantity and quality of carpet they take. Everyone who 
is going to occupy a house considers the cost of carpets. Has 
not Mr. Ghiozza Money demonstrated that yard for yard the 
landf of* England is not quite worth ttie price of good linoleum? 
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No onp proposes that this discouragement to building should 
be removed. Supposing it became convenient that housemaid- 
ing should be performed by the municipality', as it already per- 
forms street-cleaning and watering, would anyone see anything 
outrageous iik a proposal that the cost should be contributed by 
householders in* proportion to the service they required? and, if 
the municipality endeavoured to clean all houses equally, would 
it be outrageous to collect contributions in proportion to the 
size of the houses? I have not even heard that ^anyone par- 
ticularly objects to the charges for water varying with the size 
of the, house, and if the charges for bringing clean water, to a 
house may rightly vary with the size of the house, why not also 
the charges for taking away the same water after it has been 
made dirty by use? Even the New Zealanders have not been 
able to answer that question, and have consequently excepted 
sewage rates along with water rates from the unimproved land- 
value rating scheme which they have recently adopted over a 
large portion of their country. 

We are now, I think, at last in a position to examine the 
probable effects of the relief of buildings from local rates. The 
immediate effects of the change need not trouble us much. The 
chief of them would be a transference of wealth from the owners 
of property of which the site constitutes more than the average 
proixution of the whole value, to owners of juoperty in which 
the site forms less than the average proportion. The owners 
of typical property in the middle ring of a town would bo un- 
affected ; owners of built property in valuable central areas, 
owners of unbuilt land, and owners of built property where, owing 
to historical reasons, the buildings are not up to the standard of 
the neighbourhood, would lose, and all that they lost would be 
gained by the owners of built property in the outskirts or else- 
where in which the buildings are important compared with the 
site,. In nearly all towns the central area belongs to -a very 
large number of proprietors, and is used by them exclusively 
for business purposes ; there is no reason to suppose thjat 
they could shift tlje new burden to their customers* It is 
(iifficult to make any generalisations as to the persons ownipg 
the other classes of property. There is no evidence that the 
persons to be benefited by the change are more numerous, more 
needy, or more deserving than those to be damaged. 

We may leave it to the politicians to estimate the justice 
or injustice of this mere transfer of wealth. Our business i| to 
estimate the ultimate gairr or loss to the community arising 
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from the working of the new system. The claim made ^ on its 
behalf is that it would remove a discouragement to building, 
and therefore tend* to diminish overcrowding. 

That it would remove a discouragement to building I have no 
doubt. It is seldom indeed that a tax on a particular commodity 
does not tend to discourage its consumption and production, and 
buildings are no exception to the general rule. In order not to 
lose ourselves in a maze of commercial transactions, let us make* 
for the moment the perfectly legitimate assumption that all* 
occupiers build and use their own buildings, as some of them 
actually do. Then let us ask ourselves why they do not. build 
and use bigger buildings. Obviously because of the cost, not 
only of land and bricks and mortar, but also the cost of main- 
tenance, furnishing, and service of all kinds. Now in this con- 
tinuing cost rates form an element. No matter whether a man 
is contemplating a now building on fresh ground, or the re- 
building of an old one, or an addition to an old one, ho has to 
take rates into account. It is no use to build anything or make 
any addition to an old building, unless it is such that an occupier 
will find it worth while to pay, not only for construction, but 
also rates. There never is a man who sits down to recko|i up 
the reasons for or against building who is not “discouraged” 
when ho thinks of rates. Under the new system rates would 
still have to be j)aid, but the individual builder and occupier 
would no longer have to think of any rates, except those on the 
site of his building, and these would be affected only in an 
infinitesimal degree by anything he could do on that particular 
site. At present, if he puts up and occupies a big building on 
the site, and thereby puts the lo(?al authority to large expense 
in providing all sorts of services, he will have to pay large rates. 
Under the new scheme he would not pay directly a penny nfbre 
if he put up and occupied a sky-scraper than if he put up and 
occupied a one-storeyed cottage. His site-value rate would only 
bear its small proportion of the extra cost to the local authority, 
and would be just as much increased by someone else erecting 
a skyscraper at the other end of the town. So, too, at present, 
if man thinks of rebuilding and substituting a palace for little,^ 
old-fashioned buildings, or if he thinks of adding a storey or a 
wing, he has to reckon the additional expenditure in rates as 
one of the reasons against making the improvement ; under the 
new system he would not. ^ 

has indeed been suggested that the increased building would 
inoreaae |be demand for land, so that* the old discouragement of 
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rates would be replaced by a new discouragement in the shape of 
greater cost of land on which to put the buildings. There would 
be a good deal of force in this objection if buildings were only 
one storey high, and always covered the whole of their curtilage. 
It may be true that there are some central urban areas already 
so built up that it is impossible to put more building on them 
than there is at present without infringing bylaws and Building 
‘Acts. If those conditions w^ere general, increased demand for 
buildings would involve an exactly equal increase of demand for 
land to build upon. But in fact the size of buildings does not 
vary exactly with the superficial area of their sites. Buildings 
have a third dimension and backyards, and all those of them 
which are modern houses of the well-to-do usually have gardens 
which, even when mere strips behind terrace houses, are bigger 
than the site of the house. Anyone who will take the trouble 
to examine a large-scale map of a modern town will soon* be 
struck by the fact that the demand for land which has raised 
urban land value so much in recent years is largely, I might 
almost say chiefly, the result of increased desire and means to 
pay for low-built houses, detached or semi-detached, as the 
low-fc|uiIt house must necessarily be, and surrounded, or n(;arly 
surrounded, by a garden. If we bear these facts in mind wo 
see at once that an enormous increase in the size of buildings 
would have to take place before the value of land could be at 
all seriously affected. 

I see, therefore, no reason to doubt that the proposed system 
would, as compared with the present one, offer a real* and con- 
siderable encouragement tp building. But is it desirable to give 
this encouragement? By very obvious means the State can 
encourage the production of any useful commodity. It does not 
ordinarily take these means, because it is recognised that the 
cost would be greater than the advantage gained. Would the 
cost of the proposed encouragement to building be less than the 
advantage? I think the answer is that the cost would bo a 
great deal larger than the advantage. 

The proposed arrangement would have no tendency to cheapen 
Building materials or building labour, but rather the contrary. 
The encouragement offered to building by freedom from rates 
would simply be given at the cost of the site-owners. It would 
obviously be very much greater in large towns where^the 
expense of local authorities* services is higher than else- 
where. In rural districts the amount of the services is 
much less than in tosvns. You cannot encor^rage ‘ a 
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farmer to enlarge his farmhouse by promising to free him 
from rates for dust collection. In small towns the services 
rendered may be the same as in great, but they cost less. The 
advantages of performing these services on a large scale are not, 
as a matter of fact, sufficient to counterbalance the disadvantages. 
The consequence is that the increase of buildings resulting from 
the change would take place almost entirely, perhap's altogether ^ 
in London and the great towns. As population and means are 
limited, if paore of the increase is in grcal; towns, less must 
necessarily be in small towns and rural districts — that is to say, 
the increase will be mostly where it adds most to the total 
cost of construction and maintenance. It will take place where 
the increase of buildings means an increase in their height, and 
where the cost of serving them with all the manifold conveniences 
provided for out of rates is greatest. The whole of this extra cost 
has to be paid for by the site-value owners, and the users and 
consiimcra of buildings will not get one halfpenny of it ; it is pure 
and absolute loss to the community. To the community, as a 
whole, houses will not be cheaper, that is, obtained by less 
effort, because they are built in a more expensive manner, 
and are more massed in situations where it is more difficult to 
provide them with the -usual conveniences. What is taken from 
site-values is simply slopped away in increased cost. 

The follow^crs of Ricardo w^ere apt to talk as if rent could 
not be wiped out. You might, they thought, transfer it from 
one person to another, or to the State, but not abolish it. Re- 
cently it has been observed that this is not quite true. Arrange- 
ments are conceivable which would hme the effect of destroying 
rent by causing over-cultivation ol the lands which, if not over- 
cultivated, yield a rent. It is clear that the rent of any land, 
however productive, could be wiped out by the simple process 
of enacting that whatever rent there was should be given to all 
who worked on it, and then admitting all workers who offered 
themselves. Competition would attract just such a number of 
workers as would reduce the advantage of w^orking on that land 
rather than any other to nil; in technical language, returns 
would be diminished till the surplus or rent disappeared. Now 
if^ instead of the land being thrown open to all workers who 
choose to come, it is let to a number of farmers in the ordinary 
ways^ but arrangements are made by virtue of wdiich each farmer 
will be able to charge the, aggregate rent of all the farms with 
the^copt of some particular farming operations— say ploughing 
or harvesting— the nef rent eventuafly reaching the owner wili 
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be diminished, since each farmer, being able to get this work 
done for nothing, will use more of it than is consistent with 
the best possible working of the land. It is just that sort of 
arrangement which the exemption of buildings from rating 
would establish ^in regard to 'what we may call urban cultivation. 
Over-cultivation, in its urban form of over-building, is encouraged 
by the provision of free services paid for by taxation of sites 
only, and so the surplus in the form of site-value is diminished. 

The new buildiiig in the great towns would, of^ course, de- 
plete the rural districts, and so there would for a time be a 
cheapening of the price to be paid by people for living in, or 
otherwise using, buildings all over the country. But this would 
disappear after a while, when the rural and small town houses 
had sunk by decay or otherwise to meet the diminution of 
demand. In the end, site- values would have been diminished, 
and nothing gained. 

I suppose some will say that to diminish site-values is all 
they want. Well, I dare say the Hebrews enjoyed spoiling the 
Egyptians for its own sake, but they had the sense to combine 
that pleasure with the satisfaction of retaining the articles for 
their town use. They did not throw them into the Red Sea, to 
say nothing of making themselves ill by • swallowing them. If 
the site-owner is such an objectionable person that ho must be 
despoiled, let him be despoiled. Away with him, and let him 
never have a successor! But take his spoils, take them for 
education, take them for children’s meals, take them for the 
navy, take them for the army, if you can find nothirig better, 
but do not cause them to* disappear in over-building our great 
cities. I think I hear soiAeone say, “I care for none 
of these objects which you have mentioned. I don’t think 
much of education ; I think children’s meals pernicious ; 
I disapprove of the navy ; I hate the army ; and I 
don ’4; want any reduction of taxes; but I do want to ‘house 
the poor. Won’t this scheme lessen the horrible evils of over^* 
crowding ? ” I admit I am one of those who think that the 
destruction of the poor is their poverty, and that no subsidising 
of this or that particular commodity is likely to do very mOQh 
good. The poor might perhaps distribute their means between 
different commodities better than they do, though I distrust the 
hasty asseverations of the well-to-do on the subject. But 4he 
real difficulty arises from the fact that^ their total means are too 
small. To subsidise particular commodities, even if theji^ ^re 
as important as "houses^ is, to my opinion , very feeble #^ay of 
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increasing their total means. When the subsidy is con&ned to 
particular spots which are precisely those in which it is un- 
desirable that houses should be retained if already there, I think 
the policy becomes evidently absurd. The House of Commons 
of thirty or forty years ago had the* idiotic idea that when once 
an area was overcrowded, it ought to remain so for all time. 
Consequently, Parlianient and the Departments imposed on local 
authorities, and subsequently on railway companies, the obliga- 
tion to housg on the same site all the poor who were dispossessed 
by improvement schemes, and to maintain accommodation for 
the ^ame number in secula seculoruniy and this obligati«n has 
only been partially relaxed up to the present time. In pursuance 
of this policy, thousands of, not the ix)orest class, but of a class 
one or two grades above it, are being kept, little children and 
all, in barrack dwellings within a few hundred yards of this 
room. The Metropolitan Board of Works and its successor, the 
London County Council, subsidised these barracks (whether their 
own or belonging to dwellings companies and trusts) with sums 
equal to a large proportion, and sometimes nearly the whole of 
the value of the site on which they stand. The immediate 
pecuniary loss falls on the rates of London, diminishing! site- 
value and, no doubt, discouraging building, in which last effect 
there is nothing to complain of, since if the State engages in 
overcrowding its towns, it is as well that private persons should 
be discouraged from assisting in the process. The plan is idiotic- 
ally wasteful. “The poor,” says the sciolist legislator, “must 
live near ’their work,” and it never strikes him that if that is 
so, their work will go to them if they cannot come to it. The 
presence of these subsidised barra^cks makes it possible for work 
to be carried on in this neighbourhood which would otherwise 
have been moved out of London. A well-known medical officer 
of one of the boroughs has actually alleged that such dwellings 
are an. imperial necessity in order that foreign and colojaial 
visitors may be cheaply served in the great hotels, and should 
therefore be paid for from the taxes of the United Kingdom. 

Now, absurd as the present subsidising policy is, it is common 
sense itself compared to the proposal to subsidise all building|l 
in towns with the view of improving the condition of the poor. 
If you are convinced that you can benefit the poor more effect- 
ually by a subsidy in aid of poor men's dwellings than by any 
other equal expenditure, let such a subsidy be paid. If you 
know of no better way of raising the necessary funds than a 
lax on ^site-vMues, then in Heaven'^ name put* a national tax 
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on sit^-value and encourage suburban and rural poor men’s 
dwellings rather than urban barracks. But even if you feel 
compelled by some mysterious and irresistible necessity to sub- 
sidise such dwellings in towns and not in the country^ why, oh ! 
why need you couple the subsidy with a far greater one to all 
other buildings' Why subsidise the Savoy Hotel, Queen Anne’s 
Mansions, and, for the matter of that, the Tower of Babel? 

I daresay some will object that this is “all theory.” So it 
Is, if “ all theory ”*is understood in its usual sense pf something 
which can only be refuted by “facts” which, on examination, 
turn /)ut to be fictions. It will bo said to be refuted by the 
recent blue-book on the Working of the Taxation of the Unim- 
proved Value of Land in New Zealand, New South Wales, and 
South Australia (Cd. 3191). But that blue-book shows that build- 
ings are not exempt from local rates (but only from a State land- 
tax) in New South Wales and South Australia. In New Zealand 
the exemption covers neither the whole area nor the whole of 
rates in the area to which it does apply. There are only four 
towns in New Zealand with a jx)pulation as large as that of 
Oxford, and I doubt if any of these wdth their suburbs have much 
mpr<3 than the population of Bournemouth, which, in their 
straggling character, they much resemble. Two of them, com- 
mercially the most important, have not adopted the system. One 
of the others, after three years’ experience, “cannot express any 
opinion without full data,” while the fourth, the capital of the 
colony, after attributing the activity of building operations during 
the past year principally or altogether to the new system, adopted 
in 1902, adds the significant words, “ with necessary restrictions 
to prevent overcrowding of buildings, no untoward result need 
be apprehended.” The other towns in the colony are so small, 
none much exceeding 10,000 £)opulation, that their short experi- 
ence cannot be supposed of much value, especially when we find 
that they do not agree as to whether land values have been in- 
creased or diminished. But it is noteworthy that one reports 
that the system “ tends to crowding of houses on small sections,” 
and another that it “ appears to benefit those who crowd good 
Ibuildings on small areas.” 


Edwin Cannan 



INDIA’S PRESENT MONETARY CONDITION, 


The majority of the public shy at the very mention of the 
quantitative theory of money, associated as it has too often been 
with undigested statistics and crude reasoning. Indeed many 
regard it, if true, as a truism of no practical value when stripped 
of the necessary qualifying clauses. Reference to it, therefore, 
in these prefatory remarks upon the monetary condition of India 
is made with considerable hesitation. The theory stated in the 
baldest terms is merely the identical proposition that prices are 
the expression of the relation of commodities to the medium by 
which they are exchanged, and that, therefore, any change in 
the conditions attaching to one or the other alters that relation, 
such changes being brought about on the one side by alterations 
in the quantity of commodities and the rapidity of their exchange, 
and on the other by alteration in the quantity of money and its 
rapidity of exchange. The latter, in civilised communities, is a 
factor of great complexity, for it is, as it were, an inverted 
pyramid with a base of the standard •metal and a vast super- 
structure of paper and credit. The* position, therefore, nowadays 
no longer resembles that of the old-fashioned German game 
called “ Bell and Hammer,” where each player had his modicum 
of counters and the valuable cards were i>ut up to auction. In 
this case it is clear that, given no change in the temperament* of 
the players, the amounts bid for these cards will vary according 
to the number of counters originally distributed, and that the 
game is not affected by the number so allotted. So, too, ii^ 
primitive communities, to take Professor Marshall’s illustration, 
if a postman could go round and take away or give to each person 
half as much coin as he had, business would go on just the same 
as before, though in the one case prices would be halved, and in 
the other rise 50 per cent. .In modern life, also, huge as is the 
superincumbent mass erected upon the basis of gold, a change in 
the quliurtity of gold still has a potent effect upon prices though 
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its action is indirect. As Professor Marshall has said, though the 
rate of interest depends in the long run upon the profitableness 
of interest, yet changes in the supplies of currency affect prices 
by causing a temporary wave or ripple in the long rate of dis- 
count. For"e:^ample, if gold leaves the Bank of England, the 
tendency is tO protect the reserve by raising the rate of discount, 
business contracts, prices fall and equilibrium is reached, the 
lesser quantity of currency sufficing at the lower level of prices. 
So contrariwise if gold arrives, the bank-rate drpps, business 
grows, prices rise, and the new equilibrium is maintained, the 
increased gold sufficing fOr the increased level of prices. In 
India the use of paper money, the clearing-house system i|or 
cheques and the development of credit are yet in their infancy. 
Metallic currency, therefore, plays a part more closely allied to 
that of the counters in the old German game than in any other 
country, except perhaps China, and owing to the fact that 
Government, by means of its numerous treasuries and currency 
agencies and its habit of keeping its own cash balances, takes 
the leading part in the distribution of money to the interior, it 
is possible to analyse, to compute, and to watch the working 
of the monetary machine in a way that is not possible in any 
other country in the world. 

Indian commercial activity centres round raw produce which 
is either exported as it is or worked up into an intermediate 
form for foreign consumption, as, for instance, gunny bags in the 
east and cotton yarn in the west. As each harvest approaches, 
whether it be jute in Bengal, rice in Burmah, wheat* and seeds 
in the Northern India, or cotton in the centre and west, vast 
floods of rupees are forced* up country from the sea-board 
to which the silver is consigned, and where the brains 
and directing energy of the country resides. The wants of 
the peasant are few, and his well-being precarious, dependent 
as it is on the nature of the season. Any superfluity, therefore, 
in good years is put away, or more commonly converted into 
ornaments, whilst whatever is not absorbed finds its way to branch 
banks, sparsely situated in the inland towns, or to the treasuries 
of Government in payment of revenue, or to the tills of the country 
railway stations. From these it trickles back to the sea-board 
towns in a much attenuated stream. At this point it is 
apposite to explain the part Government plays in % the 
flow and ebb of currency. The revenue is collected at 
the treasuries of each district, of which the number ip 
abofit two hundred and' fifty, and the surplus, after the 
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satisfaction of local liabilities, is required at the presidency towns 
to meet expenditure there, and the drafts of the Secretary of 
State, drawn to di^harge the immense sums due to England on 
India account. During the season of harvest it is unnecessary to 
bring down all this surplus in hard cash, as trade is only too glad 
to take it over in situ and pay the equivalent at the^ Presidency 
towns, Grovernment, also, is frequently able to avoid the neces-* 
sity of remitting to the sea-board during the slack seasons by a, 
manipulation •of the note reserve. The law requires that against 
a circulation of about forty crores only twenty-eight to thirty 
crores-of metallic reserve need be held, and nothing is prescribed 
in lije statute as regards the locale of this reserve. It is found in 
practice that it is only necessary to keep at hand a very small 
amount. The device is therefore often adopted of transferring 
on the Government books the surplus of a treasury to the note 
reserve, and making a per contra entry at the headquarters town 
of an equivalent amount from the note reserve to Government's 
cash balances. By this means it is possible to retain up-country 
much silver until such times as it can be absorbed by trade. 

The ground is now almost clear for the application of economic 
reasoning to the state of affairs now obtaining. It only remains 
to describe briefly the monetary position before the mints were 
closed, and the methods by which supplies were annually pro- 
vided. 

Careful, patient, and scientific research has shown that at the 
commencement of the last quarter of last century the annual 
accession (about sevi^n crores) to the currency in British India 
was only slightly in excess of the anniiaf waste. That is to say, 
the outturn of the mints merely replaced the quantities absorbed 
by hoards, export by land and sea, and melting. Of these factqjfs 
the most potent is melting, and there is no question but that at 
least ^ four crores of this loss is attributable to this cause. After 
1881 the quantities of silver coined increased somewhat rapidly, 
and it seems clear from the same researches that the annual loss 
did not increase in the same ratio. This conclusion is confirmed 
a posteriori by a study of general prices, in which a rise becomes 
apparent in 1886. If an estimate be demanded to give some 
definition to the change, it may be said with sufficiently probable 
accuracy that the circulation rose very slowdy from about 116 
crores nn 1876 to 120 in 1886, and then more rapidly to 130 in 
1893. Attention may now be diverted to the agency by which 
the seasonal supplies of currency are e%cted. It i^ mainly that 
^ At^ later period, thcf loss due to melting Is taken at five crores, 
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of the? great exchange banks. At the approach of each busy 
season operators in produce, as has already been indicated, re- 
quire a large volume of coin, and whilst a few of these make 
their own arrangements, the great majority are content to employ 
the banks. The latter obtain rupees either by indenting on the 
Government balances, which they do by buying council drafts 
* and telegraphic transfers, or by the export of silver bullion for 
.mintage into rupees. I am, of course, still speaking of the 
methods prevailing before 1893. In that year the Government of 
India determined that the double evil attendant on the free 
mintage of silver, namely, excessive oscillations in exchange and 
the fall in its gold value to which no end could be foreseen, was 
intolerable, and closed the mints. In other words, Government 
determined to make the rupee a monopoly, divorcing its value in 
exchange from its intrinsic value as silver and raising its .price 
by shutting off supplies. At the time the rupee stood at Is. 
Government therefore set itself the task of raising it three half- 
pence. As the annual wastage was at that tiine not less than 
eight crores many were sanguine of rapid success. It was thought 
that by withholding council drafts which constituted the only re- 
maining source by which rupees could be obtained, the desired 
par could at once be established. No ’more profound mistake 
could have been made. Of the former wastage probably not less 
than five crores was due to consumption of rupees in the arts. 
This of necessity ceased when the rupee became more valuable 
than silver. The wastage, therefore, under the altered conditions 
was no more than three crores. Other circupistances also existed 
which militated against* immediate success. Government per- 
mitted the coinage of a good deal of silver that was on its way 
wjien the closure was announced, whilst the first effect of the 
restriction was naturally to bring back rupees from beyond British 
India, and to attract them from hoards. Lastly, public confi- 
dence was not assured of the success of the experiment,* or of the 
resolution of Government to persevere. The first result, there- 
fore, of the closure was to increase the circulation, and the rupee 
V was worth less in exchange than before, whilst apprehension 
low’^ered it further. The attempt to ask 1^*. Ad. for council drafts, 
when they were only worth Is. 2|d. or less, was in these circum- 
stances doomed to failure. The banks stood out, and Govern- 
ment, in the end, had to give away and sell their drafts for* about 
thirteen pence halfpenny. This figure was, no doubt, in part 
due to reaction, but probably also represented, as has*»been de- 
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monstrated above, an increased circulation. To this exfent the 
task of Government was more difficult than ever, for, if gold, the 
rupee and commodities were in equilibrium with the rupee at 
Is, SJd., then the rupee at Is, IJd. must be redundant. In the 
next three years the policy of abstention from coinage was reso- 
lutely pursued, and as each busy season recurred the, want of the 
customary floods of silver became increasingly felt. Matters 
reached a climax at the height of the Bomb^iy cotton season in 
December, 1696. The rupee revived to Is, 2^d., and to ease the 
excessive stringency of the money market, Government set free 
two crores of silver from the note reserve substituting its own se- 
curities, Trade was at length feeling severely the pinch which 
was inevitable in a policy of restriction, and this was only the 
first of many rude stocks. Yet it is certain that to the present 
moment the commercial public has not yet fully grasped the fact 
that it is by way of the money market in times of active trade 
that the value of the rupee is raised in terms of commodities. In 
1897 the rate of discount rose higher still, and the rupee touched 
1^. 3Jd., and it was 13 per cent, in 1898 when the rupee reached 
par. The monetary position was twice eased between 1896 and 
1899 by issuing, on the first occasion, about twenty-five lakhs of 
notes against gold tendered in London, and later by a similar 
acceptance of gold amounting in all to two hundred and eighty 
lakhs of rupees. On the other hand, there is no doubt that the 
success of the policy of restriction was in i)art attributable to the 
contemporaitneous fall in the value of gold due to the great pro- 
duction in South Africa. 

To return to the recital of the jxisition in historical sequence, 
when the rupee touched the desired par, the employment of the ' 
sovereign became at once practicable. Though the Government 
of India has never admitted the liability to give silver for gold, 
it was recognised that to deny the exchange in practice would 
naturally retard the use of the latter metal. Moreover, even if 
the desire existed, its accomplishment was hardly possible, 
so long as, the obligation of giving notes for gold being 
admitted, the holder of gold could present his gold for 
note&, and then tender the notes for silver. In point 
of fact, Government welcomed the advent of gold, and 
thinking to encourage its use and disseminate its accumulation, 
attem{>ted the mistaken expedient of tendering unsolicited 
Sovereigns in part payment of salaries and money orders — a mis- 
taken st6p because it violated the currency paradox that the 
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circulation of a coin is not promoted by displaying anxiety to 
part with it, but a desire to take it back. 

For a while everything went merrily. Government 

had about fifteen crores . of silver held against the note 

circulation; and the banks, desirous of importing funds, 

when they, found the price of councils unattractive, im- 

ported sovereigns and took what silver was required. The 
stock of rupees ran, down, as might have been anticipated, with 
alarming rapidity. In the year 1900-1901 the demafld for money 
to finance the harvests became so acute that Government was 
forced to meet it by coining the astounding quantity of seventeen 
crores of rupees. A quieter year followed, in which only five 
crores were coined. In 1902-03 the coinage was eleven and a 
quarter crores, in 1903-04 sixteen crores, in 1904-06 eleven 
crores, and last year no less than nineteen and a .half 
crores ! The Government grasped with intelligence the imme- 
diate necessities of the situation. The demand for currency 
involved the coinage of rupees, and the public could compel the 
coinage of as much as it desired by importing gold and demanding 
its conversion. This system was attended with considerable incon- 
venience and financial loss. The public had to bear the cost of im- 
porting gold which Government had to ship back again at its own 
cost in order to bring the requisite silver. Any delay, also, occa- 
sioned by this circuitous process meant a loss of interest to both 
sides. Three business-like steps have, therefore, been taken to 
improve matters ; the Government of India sells counjil drafts in 
advance of its own needs^in treasury account and buys silver with 
the proceeds. It also takes Qver, on terms in London, gold that 
'Would otherwise be consigned from Australia to India, and it 
bttys silver deliverable in Bombay from the further East, and 
makes payment in London. By these means the Government of 
Ipdia obtains the silver necessary to satisfy the needs of the 
market with greater expedition and greater economy than hereto- 
fore. It is also able, by means of its cash balances hold in London 
and of the profits arising from coinage which are held in Ijondon 
v ia gold, to make its purchases of silver at times at which the price 
is favourable and without raising the market against it by its 
operations being clearly visible as they must necessarily be under 
a hand to mouth policy. 

The recital of India’s recent monetary history and ftf the 
situation now obtaining is now conlplete, and we can pAss to an 
examination * 0 ! the weak points disclosed. Broadly it* may be 
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said, to borrow a metaphor from operations of war,' that there 
seems apparent in the policy now pursued a disposition to secure 
tactical advantages at the expense of the strategy necessary to 
assure permanent success. 

By undertaking to supply on demand all the .currency desired • 
by trade, Government, in effect, assumes the responsibility of 
estimating what those requirements may be. Ordinarily, under 
a system of free mints the Government stands aside and merely 
certifies the* value of the currency minted and enacts that the 
tender thereof shall be a legal quittance in discharge of an obli- 
gation. The public estimates its own wants and provides for 
them accordingly. Should a shortage or a redundancy occur, 
it is entirely a matter for the public to deal with. Whether 
it be possible or not for Government to stand entirely aloof 
when the currency must largely depend on a monopoly rupee, 
will be referred to again later on. Here it is merely desired 
to emphasise the disadvantage attaching to Government 
being mixed up with matters properly pertaining to private 
enterprise. Two greater evils, however, attach to the present 
system. Prices may become inflated, and this inflation may 
lower exchange and so cause India to lose all the advantages 
so painfully secured. ■ 

Formerly, as has been observed, the greater part of the cur- 
rency disappeared yearly into the melting pot, whilst the residue 
over and above this wastage was absorbed as the country gradu- 
ally progressed. In other countries where free mints exist, any 
redundandy is automatically cured by the surplus being exported. 
As the rupee is now no longer melted,* the position in India has 
altered very materially. Instead of a yearly addition of about nine 
crores, of which, perhaps, five crores were melted, three hoarded 
or exported, and one absorbed, the yearly mintage is assuming 
gigantic and growing proportions. Admitting that the prosperity 
of the ’country is now great and its progress of recent ydars 
unusually rapid, still it is not probable that more than five crores 
of rupees can be required to maintain the former equilibrium of 
prices and exchange, bearing in mind that the yearly addition to 
th« circulation in gold cannot be less than a crore. The conclu- 
sion, therefore, cannot be resisted that the fl,oods of rupees enter- 
ing the country in the busy seasons must, finding no employment 
theueafter, choke the circulation in the dull seasons, and raise 
prices, whilst each succeeding year the demand grows like a snow- 
bajll 'rolling down a slope. It is equally certain that there .is a 
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point at which high prices must arrest export, and cause a fall in 
the gold value of the rupee. 

To make quite certain that the line of reasoning followed 
throughout this pajxir has been firmly grasped, it is restated and 
• summarised. 

Vast supplies of rupees are required, not to carry out the or- 
dinary transaction of everyday Indian life, but at the season of 
harvest to enable the peasant to transfer his produce rapidly into 
the hands of middlemen manufacturers and exporters. The 
machinery for the provision and transfer of these supplies is so 
efficient, and the supplies are themselves so bountiful, that .little 
incentive has hitherto existed to change. The peasant whose 
wants were few w’as formerly in the habit of buying silver for 
conversion into ornaments, and to a lesser extent put avray rupees 
against bad seasons. Thus the ruix^cs which became superabun- 
dant between the harvest were fortunately absorbed, though there 
were signs after 1886 of a slight tendency to inflation. In a word, 
the currency was elastic. The position is now entirely altered. 
Granted that the country is now prospering after a succession of 
lean years ; granted that the stability of Exchange has given a real 
fillip to progress; granted much of what Tjord Curzon’s many 
admirers claim for him ; it is unreasonable to suppose that the com- 
mercial and industrial conditions of the East have altered their 
complexion, or that the rate of economic progress can be suddenly 
accelerated. At present the very perfection of the methods of 
supplying cuiTency renders it difficult, as has been indicated, to 
make a.ny except radical improvements. But this is, fifter all, a 
small point. The crux is flow inelasticity. It matters not greatly 
which at the commencement is*cause and which consequence, that 
is to say, whether high prices have induced greater supplies of 
currency or great supplies have created higher prices. The point 
is that each reacts on the other. An over-increasing quantity of 
cui"rency is required at each recurrence of the seasons of active 
trade, and so, ad infinitum^ unless the addition is absorbed in the 
intervals. For a time everyone but the unskilled labourer is 
pleased. The trader and the agriculturist forget that their pay- 
ments as well as their earnings are according to a higher measpre 
of value. As w^ages rise the labourer suffers until his remuneration 
rises with that of the rest. Theoretically, in the end, no one gains 
and no one loses, except the whole community is the poorai; for 
the economic waste involved in producing and using more counters 
than are essential for the conduct of business. 
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This analysis, however, only holds good of an isolated country 
carrying on no foreign trade. Should it trade with another 
country with the same but unaltered standard of value, a new 
equilibrium is attained by the export of the redundant currency 
from the one Oountry to the other. Should the standard of that 
other country be gold, and its own standard be inexportable, then 
gold, being a commodity like others (in the countrywith incon- 
vertible currency), will rise like them in price ; that is to say, the 
exchange value of the inconvertible standard fells. 

There is no justification for the existing state of the Indian 
currency, of which this lengthy description has been given. -•It is 
not in the least necessary. The people of India prefer, and 
always have preferred, gold to silver, and they will, if they are 
permitted, use it with great readiness. The sovereign already 
circulates to a considerable extent in large cities and centres of 
trade. If five and ten rupee pieces^ arc coined, they will be 
still more popular. Neither the rupee nor small gold coin of these 
values are units sufficiently small for the everyday life of the 
people, but, as has been explained in these pages, the rdle of the 
rupee is to be the medium of exchange used by dealers and culti- 
vators during the vast operations of harvest time. When’ the 
season is over the rupee disappears into the melting pot,^ or into 
hoards, or finds its way into the Government treasury or branch 
banks, or changes hands in the larger and rarer transactions of 
ordinary life, such as the purchase of plough, cattle, or at the great 
ceremonies attendant on birth, death, or marriage. Gold coins 
are even better suited than the rupee for many of these purposes. 
They are cheaper to* transport, and easier to carry. They have an 
intrinsic worth based on the world-wide action of the law’^s of 
supply and demand, instead of dejxjnding for their value upon the 
action of a bureaucratic Government, of which the personnel rday 
at any time be ignorant of the principles of monetary science. 
And, above all, they can be exported in the intervals of dull trade, 
instead of remaining to inflate prices, check prosperity, and endan- 
ger the exchanges. If the policy here advocated be pursued, a few 
years should see India with a currency of which about four-fifths 
might be silver and one-fifth gold. The silver or token currency 
would remain approximately constant with a slight annual increase 

^ The half sovereign is an awkward unit (Rs. 7/8) and there is a danger of India 
beingiftooded with worn coin. The rate of wearage in India is very slow. Probably 
Qoins of greater purity would be preferred. 

® I speak, of course, of things as they existed previous to the mint closure. 
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to supply Rowing needs, whilst the gold would form the marginal 
element, contracting and expanding with the ebb and flow of 
business activity. And the stability of these currency arrange- 
ments would be still more impregnable if the gold reserve fund 
derived fronr its sacrifices and gained by its exertions was kept in 
the country that owned it — kept not in the form of securities, 
useless should the occasion arise for their utilisation, but in gold 
ready for instant exportation. 



COTTON SUPPLIES. 


About a hundred years ago the bulk of our cotton was ob- 
tained from our own colonies. In 1786-90 the British West 
Indies contributed 75 per cent, of the cotton* received by Great 
Britain, the Mediterranean countries 19 per cent., Brazil 8 per 
cent.,. the United States and India less than 1 per cont.fand 
Egypt none at all. These facts are strikingly in contrast with 
present conditions. The average quantities of raw cotton imported 
annually into the United Kingdom from the chief sources during 
the period 1901-1904 were as follows : — 

Million lbs. 


United States 

... 1,424 

Brazil 

31*5 

Peru 

8-6 

Chile (including the Pacific coast of Patagonia) ... 

2*2 

Venezuela and Republic of Colombia 

0-5 

British West Indies and British Guiana 

0-6 

Turkey (European and Asiatic) 

1*1 

Egypt 

314*4 

East Indies 

61*9 

Australasia ... • 

0*041 

All other countries 

3*8 


Total... 


1,849 


Re-exported 260 


Our dependence on the United States is even greater than 
that of the Continent, because, for a ^variety of reasons, more 
Continental machinery than EngUsh machinery is adapted to 
deal with short-stapled Indian cotton. Consider the following* 
significant figures : — 


Foreign Exports and Home Consumption of Indian Cotton for 
Seasons ending June 30t/i. * 

(In thousands of bales.) 



Season of 

Season of 

Season of 

Season of 


1901-02, 

1902-03. 

1903-04. 

1904-06. 

Exported to Great Britain ... 

27 

132 

188 

46 

„ Continent 

731 

1,162 

1,380 

690 

„ China, Japan, &o. 

860 

409 

466 

738 

Total foreign exports 

1,618 

1^703 

1,983 

1,474 

Min Qohsumption 

1,765 1 

1,789 

1,746 

2,0301 

Looal consumption 

413* 

413* 

413* 

418* 

Tota^ ... 

3,796 

• 

8,866 


8,917 


* listiniated. 4s estimated by the Government officials of Ittdia. 
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It ^8 no easy matter to determine to what extent it is pos- 
sible to increase the output of raw cotton in the United States. 
The area within which it is at present ^towii covers no less than 
600,000 square miles. Of this area not more than 50 per cent, 
is in farms,' and rfot more than 20 per cent, has at any time 
been cultivated. In 1895-6 only 5 per cent, of the whole was 
under cotton, and in 1905 -6 just over 7 per cent. At a first 
glance it might seem that there is room here for indefinite expan- 
sion. It is claimed, for example, that much of Jbhe worn-out 
cotton lands in the Eastern States can be restored to fertility. 
This-is probably true ; but so far very little progress has been made 
in this direction ; and if and when they are more extensively re- 
sorted to, a fairly wide rotation of crops will be necessary if they 
are not to relapse into their present condition Again, it has been 
said that the black prairie lands alone of Texas could produce all 
the cotton now grown in the South, and the Lancashire Com- 
mission has estimated that the whole of that State could 
produce as much as 30 million bales. The- first and more 
limited estimate supposes conditions of complete absorption in 
cotton -growing with a considerably heavier yield than exists at 
present, and it is only on the assumption that cotton can be raised 
from the same land year after year without deterioration, and that 
all tlie land in the State capable of growing cotton be croppe^d 
in this way, that the prediction of the Commissioners could be 
fulfilled. It must be remembered that of the 170 million acres 
in Texas, one-half lies within the serni-arid and arid bolts of the 
United States, and that at least 40 per cent, of the whole cannot 
be cultivated. Of the remaining 100 million acres, much has 
yet to be cleared, much requires to be irrigated, and some is un- 
suitable ifor cotton. At the present average yield per acre it 
wduld take 80 million acres to grow the amount suggested by the 
Cotton Commission ; and we must be prepared to find that as 
fawrming in the South becomes more intelligent it wilk become 
more diversified ; even in 1899 as much land was under cereals 
as under cotton. These considerations have not been altogether 
neglected by the Commissioners, who suggest that it is in 
superior methods of cultivation that the best hopes of the South 
lie, and, indeed, it is not impossible that the yield per acre may 
be considerably increased within the next twenty years. Some 
members of the United States Agricultural Department believe 
that, while any considerable extension of the area under cotton is 
unlikely, great improvements may take place in methods of cul- 
tivation. It IS said that ih the whole of ^the cotton bel| a really 
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larst-olass crop of cotton is rarely met with. Much of thq seed 
used is now taken from public gins in which good, bad, and in- 
different have been intermingled ; a large proportion of the land is 
in the hands of the negro cultivator, whose methods are slovenly ; 
the chemistry of cotton-growing is still in its* infancy, the best 
constituents of a soil suitable for cotton, as well as the proper 
fertilising agents to apply to it, being but vaguely understood. 

In Egypt the area under cotton has been steadily extending, 
as a result piy’tly of the growing demand for* Egyptian cotton, 
and partly of the irrigation schemes of the Egyptian Government. 
We cannot hope, however, for further increase under present con- 
ditions, The area under cotton is strictly dependent upon the 
amount of water that can be supplied by irrigation, and until its 
volume has been augmented by some far-reaching scheme, we 
doubt the possibility of further important extension of the land 
so u^ed in Egypt. Perennial irrigation, that is, irrigation 
from canals which run all the year round, is indispensable : at 
present, with the- aid of the great barrage at Assuan, it is pos- 
sible to water in this way Lower Egypt, the district of Ibrahimieh 
Canal, and the Eayourn except during years of low Nile when 
the supply is still insufhcient. The total area thus irrigated is 


4,010,000 acres, distributed as follows : — 

Acros. 

Lower Egypt — Thoroughly reclaimed 2,630,000 

Undergoing reclamation ... ... 800,000 

Upper Egypt — Ibrahimieh Canal ... . . ... ... 250,000 

Payourn 330.000 


Total 4,010,000 


According to the*schcme of the Irrigation Service, not more 
than one-third of these tracts should* be devoted at the same time 
to summer crops— -that is, cotton, sugar, &c. This scheme, it is 
true, has been departed from, and some lands carry cotton ye^r 
after year, but at the cost, it would appear, of decreased yield 
per acre.* Further, cotton is not the most paying crop all over 
the perennially irrigated region. In the Southern half of Lower 
for example, according to some figures given by Sir John 
Willoocks a few years ago, the profit per acre is £7 7s. for cotton, 
£30 ^ach for fruit, and for sugar-cane for eating, and £12 for vege- 
tables. In this region cotton covers only one-half of the cultivated 
land ; along the Ibrahimieh Canal one-half of the land is under 
sugar. 

No survey, however brief, gf the state of affairs in Egypt would 
be complete without some consideration of the possibility of ex- 
tending perennially irrigated area in*the future. *To the north 
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of tl\e cultivated part of the delta is a district of waste land 
880,000 acres in extent, which, with the land now covered by lakes 
still further north, was once the most fertile part of all Egypt, 
and in Upper Egypt and the Soudan there are also large tracts 
which would yield cotton. But it is useless to meditate the 
cropping of these lands until greater supplies of water are ob* 
tainable. •Great projects have been conceived, but they cannot 
be carried out immediately. Such schemes as the Wady Rayan 
reservoir, or the barrage at Bake Albert, might solye the problem 
of perennial irrigation for all Egypt. With the present water 
sujpply it may fairly be argued that Egypt is now growing too 
much cotton. A low Nile, even with the Assuan barrage, means 
loss to a greater or less extent. Water is only obtained for the 
present cotton crop by throwing out of cultivation a certain amount 
of less fertile land which might be utilised could some of the water 
now devoted to cotton be turned on to it. The difference in 
renting value, moreover, between land under perennial irrigation 
and under basin irrigation is not very great. . The problem of 
cotton-growing in the Soudan is similar to that of its growth in 
Egypt. Without indgation it is impossible, and until a better 
water-supply has been secured for Egypt, we cannot hope for 
more than experimental crops in the Soudan. 

India is third, and a poor third, in the production of cotton 
for export, and in some respects this is surprising. Climatic con- 
ditions are in many places not iinfavourable to cotton, and the 
soil is frequently suited in a high degree to its requirements. 
Nevertheless, the total supply is relatively small, the yield per 
acre gencralJy much below the average, and the cotton itself, as 
a rule, coarse, short-stapled, and dirty. The general opinion 
among those com|>etent to judge seems to be that all native 
\^rieties of cotton have deteriorated owing to exhausted soil, in- 
ferior methods of cultivation, and want of care in the selection 
Qf seed. Attempts to improve the Indian crop have been made 
along two lines : the one by the introduction of exotics, the other 
by careful selection and cultivation of indigenous plants. So far 
the introduction of exotics has not met with much success. They 
are dif&cult to acclimatise. The American plant, for example, 
owing to the humidity of the Southern States, has developed a 
root system which does not penetrate far below the surface, and 
in India the long droughts render it essential that the roots of the 
plant should have some depth. As regards the improvement df 
the indigenous varieties, it has been shown by experiment that 
ctbreful selection from the^best and most prolific plants frap;roves 
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tho length of the fibre and the percentage Of lint to seed, and that 
cross-fertilisation will elicit new and vigorous varieties. But we 
must not look for any large immediate increase of the Indian crop ; 
the whole matter has hardly passed out of the experimental stage, 
and it will take a long time to train the Indian cultivator to adopt 
better methods. 

The uneasiness caused by our excessive dependence upon the 
United States, combined with the belief that shortages of supply 
are more frequent than they ought to be, and the fear that 
diminishing returns may be operating now in America, or may 
be expected soon to operate, occasioned the formation in Etig- 
land of the British Cotton-Growing Association on June 12th, 
1902. It now works under the sanction of a Royal Charter, 
and has met with much valuable official support. At present the 
share capital of the Association is nearly £250,000, and an effort 
is being made to raise it to half a million. Professor Dunstan, of 
the Imperial Institute, on a reference from the Government, has 
made favourable reports on the possibilities of extending cotton 
cultivation, but the provision of satisfactory transport facilities is 
yet a matter to be dealt with in many places. Machinery, finan- 
cial assistance, and assurances as to sales and prices, are being 
given liberally by the Association where they are needed ; ginning 
and buying centres have been established ; experts have been 
engaged to distribute seed and impart instruction ; some land has 
been acquired for direct working by the Association ; and the 
co-operation of the Governments of some of our Colonies have 
been secured. 

Results have hitherto been most favourable in the West 
Indies, both as regards the quantity and quality of the crops, some 
part of which has realised as much as Ifid. and 20d. per lb., that 
is considerably more than the prices paid for American-gro^n 
Sea Island.^ Gold Coast cotton has sold at a Jd. to Jd. per lb. 
more than middling American. Bittle has been accomplished in 
Sierra Leone ; but the possibilities in British West Africa have 
excited hopes, and in Lagos crops are increasing. The average 
price of the cotton grown in West Africa is about the same as 
middling American, though some of it has sold for as much as 
26 to 30 ** points on,*’ i.e., about a halfpenny more, which is fully 
the price of the quality mostly used in England. In Southern 
Nig^ia success is slight, as the natives are not easily persuaded 
to try experiments. Some qrops of good quality have, however, 

' suooe»8, as regards quality, has also i^ssulted from some recent eseperi- 

mmt& Saind. 
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been ;raise(l, and the climate appears to be suitable for kinds de- 
manded in bulk for Lancashire mills. In British Central Africa 
the planters working on the lower lying grounds, which are ex- 
tensive, have been successful, but otherwise results are not satis- 
factory. Ih Uganda good cotton has been raised, but the Associa- 
tion has not taken steps in that quarter ; in British East Africa 
only a stait can be recorded, and the experiments made in South 
Africa are insignificant. For working in Bhodesia a small syndi- 
cate has recently 'been formed in conjunction with the British 
South Africa Company. The table beneath displays the present 
staTe of affairs in figures : — 


Approximate Estimate of Cotton Grown more or less directly 
under the Auspices of the Association, 


(Bales of 400 lbs.) 



1908. 

1904. 

1906. 

190C. 

Gambia 

50 

100 

300 

— 

Sierra Leone 

60 

100 

' 200 

250 

Gold Coast.,. 

60 

160 

200 

250 

Lagos 

600 

2,000 

3,200 

6,300 

Southern Nigeria .. 

50 

100 

160 

200 

Northern Nigeria 

60 

100 

600 

1,000 

West Africa 

750 

2^660 

4,650 

8,000 

East Africa 

160 

860 

2,000 

3,500 

Soirid 

— 

— 

600 

2,000 

West Indies 

... 1,000 

2,000 

4,000 

6,000 

Sundries , 

— 

100 

250 

600 

Total 

... 1,900 

5,500 

11,300 

20,000 

Approximate value . . . 

... £29,000 

£76,000 

£150,000 • 

£270,000 


It should be noticed Ihat^othcr countries are making efforts, 
on a less magnificent scale, to extend Colonial cotton-growing , 
and that Eussia is doing similar work in the Provinces of 
Central Asia and Trans-Caucasia, whence 100,000 tons of cotton 
of an inferior quality were brought in 1900, a year in which Kus- 
siSn imports of cotton exceeded 165,000 tons. 

It is obvious that all statements regarding the possibilities of 
developing cotton-growing in Africa (outside of Egypt and the 
Egyptian Soudan) must be tentative in character. There are 
large areas in Nigeria, British Central and East Africa, 
and Bhodesia which, as far as we can judge from a 
study of their climate and vegetation, seem well fitted 
for the growth of cotton. But local conditions have 
everywhere to be taken into •account. Here the soil 
for some unexplained reason is unsuitable, there the difficulties 
of transport arc too great, and in many j)iaces, especialty within 
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the palm-oil region, where the negro prefers to be a trader.rather 
than an agriculturist, the labour problem has still to be solved. 
In some parts American and Egyptian plants can be acclimatised, 
in other places it will be necessary to breed the indigenous varie- 
ties up to a much higher state of productiveness. * In certain 
regions white labour may to some extent be possible, in others 
reliance must be placed upon the native cultivator. We are un- 
able, however, to find any sufficient reason for believing that 
America has* natural advantages over Africa *f or the growth of 
cotton ; once thoroughly established in the latter country it may 
expand rapidly, ^ 

That a triumph is assured to the British Cotton-Growing As- 
sociation it would be premature to foretell. Dangers throng the 
path to success, and many are peculiarly insidious because they 
originate in human nature. When the first enthusiasm of 
the new Colonial cotton-growers is over some slackness will in- 
evitably supervene. Again, a movement of this kind has usually 
initial force greatly in excess of the strength which it will be able 
to exert continuously in the future; there is fear, therefore, of 
plans being laid down on a scale incommensurate with its future 
powers. And for a long time assistance and encouragement will 
bo required by the new cultivators, if not unintermittently, at 
any rate on occasions wdiich the Association must bo quick to 
recognise and deal with. Lessons may be gleaned from the 
history of the Cotton Supply Association, which was instituted 
some fifty years ago, namely, in April, 1857. Originating, ac- 
cording to tts fifth report, “in the prospective fears of a portion 
of the trade that some dire calamity ntust inevitably, sooner or 
later, overtake the cotton manufacture of Lancashire, whose vast 
superstructure had so long rested upon the treacherous foundation 
of restricted slave labour as the main source of supply for its raw 
material,”^ its aims were stated to be: — “To afford informa- 
tion to every country capable of producing cotton, both by the 
diffusion of printed directions for its cultivation, and sending com- 
petent teachers of cotton planting and cleaning, and by direct 
communication with Christian missionaries, whose aid and co- 
operation it solicits; to supply, gratuitously in the first instance, 
the best seeds to natives in every part of the world who are willing 
to receive them ; to give prizes for the extended cultivation of 
cottepa ; and to lend gins and improved machines for cleaning and 
preparing cotton.” Extension and improvement of the Indian 

^ The Association published a weekly papei known as Th!b Cotton Suiyply 
Me^orter, 
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crop brought about, but to this result the high prices conse- 
quent upon the American Civil War enormously contributed. 
After the recovery of cultivation in the ‘Southern States of 
America the Association passed rapidly through obscurity to ex- 
tinction. To-day it would* be difficult to point to any surviving 
effects. Much the same had been the ultimate outcome of the 
efforts put* forth by the English Government when pressed 
to take action to bring about the introduction of cotton 
to new districts a ‘few years before the formation pf the Cotton 
Supply Association. It was reported by a Mr. Clegg that, in 
thd' course of a tour through the Eastern countries bordering on 
the Mediterranean undertaken by him in 1855, he had found none 
of the gins presented by the British Government at work, or 
even workable. 

But we have no intention of making the final note of 
this article pessimistic. The magnificent outcome of the efforts of 
Mehemet Ali and Jumcl in Egypt, with little capital and less 
enthusiasm to work upon, encourages one to trui^t that the hopes 
of the British Cotton -Growing Association may not be in vain. 
The artificiality of the scheme is pot a sure index of ultimate 
failure. New industries will not invariably be undertaken in 
places appropriate for them without the active intervention of an 
association of interested parties, for capital may he lacking, custom 
may be strong, information may be scanty, and initiative may be 
weak, espc^cially among semi-barbarous races ; high prices work- 
ing upon self-interest do not invariably call forth a sufficiency of 
enterprise. 

The advantages looked for from the work of the Cotton Supply 
Association vary with the wishhs and faith of its supporters. There 
are not w^anting those who nourish the hope that it may somehow 
correct most of the troubles which beset the Lancashire industry 
to-day : gambling in cotton, high prices, and unsteadiness of 
puices are to be swept away. But most of its advocates of 
weight would probably agree to the more modest programme of 
advantages indicated below. First, greater elasticity of supply 
may be caused. It is probably easier to extend the area under 
cotton rapidly when it is raised in many places in proximity to 
other crops than when the bulk of it is obtained from a few 
highly specialised districts, and possibly the advantages of special- 
ism may be retained and yet the elasticity of supply be enhanced. 
Secondly, greater stability of crop in, proportion to area cultivated 
may reasonably be hoped for. The eggs are now too much in 
one basket, and local dise5se, bad weather, or some other mis-^ 
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fortune .may diminish by serious percentages the supplies which 
cultivators intended to raise. Were there numerous important 
centres the bad luck’ of one would be more adequately offset by 
the good fortune of another. Thirdly, desirable variations in the 
raw material might conceivably re.sult from the introduction of 
cotton to places in the globe where previously it was unknown 
or little regarded. And, finally, the countries to which cotton- 
growing is carried should find their prosperity enhanced. 

R. J. Chapman 

J. McFarlane 


No, 66.— -VOL. XVII. 



LABOUE EXCHANGES AND THE UNEMPLOYED. 

I. 

' By section 1, sub-section 4, of the Unemployed Workmen 
Act, 1905, any Central Body established under the Act' or any 
Distress Committee having the powers of a Central Body, is 
empowered to aid the efforts of subordinate Distress Committees, 
or of itself, “by establishing, taking over, or assisting labour 
exchanges and employment registers.’’ By virtue of sub-section 
6, expenditure on these objects can be met out of the fund which 
— to the extent of a halfpenny in the pound — may be raised from 
the rates. At the end of last March the Central (Unemployed) 
Body for London decided to exercise its powers, in order to set 
up a complete system of co-ordinated “ Employment Exchanges ’’ 
(a title inherited from the London Unemployed Fund of the 
preceding year) in the London County area. At that time therte 
were in existence ten Labour Bureaux — Chelsea, Finsbury, Ham- 
mersmith, Hampstead, Islington, Kensington, Lewisham, 
Poplar, St. Pancras, and Westminster — maintained under the 
power given to Metropolitan Borough Councils by the Labour 
Bureaux (London) Apt, 1902. Since then all these Bureaux, with 
the exception of the last, have, by transference from the respec- 
tive authorities, become Employment Exchanges under the Cen- 
''tral Body, the latter taking over the existing staffs, but being 
compelled in all cases save two to provide fresh office accommoda- 
»tion. In addition, sixteen new Exchanges have been established, 
each serving a single metropolitan borough, except where, as in 
regard to Hackney and Stoke Newington, and Finsbury and 
Holborn, it was thought feasible to combine two boroughs for 
the purpose. Finally, the local Exchanges are connected and 
co-ordinated by a Central Employment Exchange which, Besides 
being the general controlling office for the whole system, acts 
as a clearing-house, receiving daily returns of workpeople and 
vacancies registered in every part of London. The staff at each 
Exchange consists of a superintendent (receiving, as a rule, £104 
or £130 a year) and a junior, the specific duties of the former 
including the regular approaching of* employers b/ letter and 
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personal call to make known the facilities offered. All classes 
of employees — except indoor domestic servants — may register : 
women at different hours from men. Eegistrations hold good 
for a week — that is to say, the ‘‘ live register of the? Exchange 
consists always of the record cards of those who have registered 
or renewed registration within the past six w'orking days. 
“ Dead'* cards are filed for reference. The whole system is, in 
respect of ofiBcers, staff, and management, at^solutely distinct 
from and additional to the organisation of Metropolitan Distress 
Committees for the selection of unemployed applicants for relief 
work. 'The estimated running expenses of twenty-five local and 
one central Exchange are £9,725 for the first complete year, but 
this total is not likely to be reached at present. The system is 
under the control of the Central Body acting through its Em- 
ployment Exchanges Committee, but it is proposed to form for 
each Exchange a local advisory committee, including representa- 
tives of employers, and employed. 

Owing to the inevitable delays of negotiation with other local 
authorities and the intervention of the summer holidays, no 
serious work was accomplished before the month of September, 
only two of the Bureaux taken over proving to have any sub- 
stantial “goodwill,” or more than a shadowy existence. The 
following table gives the general facts as to the working of the 
Exchanges since then : — 


No. on Live 


Month of four 
weeks (except* 
November), 

Register at 
eii4 of 
month. 

No. of Situations 
notified. 

Males. Females. Tetal. 

No. of Situations 
filled. 

Males. Females, Total. 

September 

3,923 

f 

• 

■s 



— 

343 

October 

6,388 

768 

364 

1,122 

603 

120 

723 

November (five weeks) 

6,083 

— 

— 

— 

— 

— 

1,355 

December 

1,387 

1,022 

600 

1,622 

708 

158 

866 

January 

10,338 

1,164 

1,105 

2,259 

987 

380 

1,367 


In addition, 331 men not included in these returns were sent 
temporarily to the Post OflBce to meet Christmas pressure. 

Except for the disorganisation due to Christmas — when the 
exchanges were closed for one week, and very inactive for the 
best p 9 ,rt of another — these figures show a steady increase of 
business. The class of labour placed in situations at present 
is mainly neither quite unskilled nor highly skilled, though it 
includes some from both extremes. Of the former, employers 
can get as many as they want out of the street ; the latter have 
to some extent their own organisations.^^ 

^ Cdnsideratitns ot space alonef if there were no other reason, would compel the 
present paper to deal with the principle rather than with the practice of Labour 

S’!?* 
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II. 

Such ip the organisation established in London within the 
past six months. Its obvious intentipn is to bring into more 
immediate communication employers seeking workmen and work- 
men seeking employers— to make the supply of labour more fluid, 
to focus and organise the demand. What relation does such a 
function bear to the problem of distress through want of employ- 
rpent? What can even the most thorough performance of this 
function contribute to the solution of a difficulty occasioned 
apparently by the fact that there is too great a supply of labour 
in the market rather than by its insufiicient fluidity? In order 
to answer this question, it is necessary to go behind the pheno- 
mena of unemployment and to state, however shortly, certain 
conclusions as to its industrial causes. The general problem 
splits itself at once into at least three, not only distinct, but 
dissimilar. 

First and most familiar is the problem of the transformation 
of conditions in particular trades — introduction of machinery, 
transference from one locality to another, actual diminution in 
the volume or importance of the trade. Second come periodic 
fluctuations of industrial activity. These are themselves of two 
well-marked types, '^fhere are seasonal variations, accomplished 
in a period of a year ; of these the alternations of slackness and 
activity occasioned by climate or social arrangements in such 
trades as building and printing are leading instances. There is 
a cyclical movement erf industrial expansion and contraction, ac- 
complished in a period of ‘seven to ten or more years, and pro- 
ducing those recurrent crises of distress w'hose dates — to take 
only recent history — are marked by the Mansion House Belief 
Funds of 1860, 1886, 1904-5, by a variety of special funds in 
1866 , by the stoneyard experiments and the Select. Committee 
of 1894-5. The third problem may, pending fuller statement, 
be described as the overstocking of the labour market by the 
unorganised demand of individual employers for workmen, and 
the consequent chronic under-employment of a varying propor- 
tion of those engaged in each industry. It is on this, as at 
once the least understood and the most important of the three 
problems, that attention needs to be concentrated and will be 

ft 

Exdhftnges. The extremely important practical questions of the extent to which the 
function of Exchanges is already performed by trade union unemployed registries, 
and of the relations between these and any new municipal system are^ot forgotten, 
hut ijf necessity omitted. “ ^ 
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conceatrated in the following pages. The first two— transforma- 
tions of industrial conditions, and fluctuations, seasonal and 
cyclical, of industrial activity — have been mentioned, partly to 
show that they have mot been overlooked, partly to, emphasise 
the view that profitable analysis of ‘the unemployed problem 
must be directed to a classification, not of distressed individuals, 
but of industrial mal-adjustments. Any unemployed *individual 
may illustrate the concurrence of two or more factors. The dis- 
tress of the London riverside labourer, for instance, is primarily 
due to the third type of industrial dislocation ; he is chronically 
under-employed in a totally unorganised and, therefore, greatly 
overstocked labour market. But he may, in his time and place, 
be suffering also from seasonal depression of his occupation, as 
in the month of August or after a wool sale ; from cyclical de- 
pression of commercial activity, as in the years 1904-5; and 
from a transformation of industrial conditions, such as is the 
gradual movement of Thames shipping from the upper to the 
lower, newer, and’ larger docks. 

On its relief side, the linem[)loycd Workmen Act was clearly 
intended to deal with one alone of these three causes of unemploy- 
ment, and with only part of that. Only those thrown out of 
work by a cyclical depression of trade from which recovery may 
be expected come fairly within the words of the second section 
as men temporarily unable to obtain work through exceptional 
causes over which they have no control. Only on such men 
could it be supposed that relief employment for a period not 
exceeding si^fteeii we^ks, and not to be renewed in more than 
two successive years, could confer any substantial benefit. 
Seasonal variations produce temporary unemployment, but arc 
not “exceptional causes. “ The introduction of machinery, and* 
similar industrial transformations, are, in regard to any one 
trade, “ exceptional causes,” but the loss of employment that 
they involve is in itself permanent, not temporary. The under-' 
employment resulting from casual engagement in an overstocked 
labour market gives rise to distress which is neither temporary 
Dor exceptional. Yet if is almost wholly with such distress that 
the authorities constituted by the Unemployed Workmen Act are 
in London at least being compelled to deal. The prevailing im- 
pression produced by the study of the record papers, alike of 
those fegistered and of those recommended for assistance, is 
that of a standing army of men unable to command regular 
Wbrk, bu|^ constantly obtaining and losing again temiiorary jobs, 
be€5ome or b^^coming incapable of continuous exertion and steady 
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habits, dragging with them, through disastrous alternations of 
extravagance and privation, families which, in the lowest stage, 
come to look to the titular wage-earner only for occasional wind* 
falls and for subsistence to the ill-paid drudgery of mother and 
elder children, or to the unceasing charities of church and chapel, 
mission-hall and elementary school. How did this class come 
, into existence? What part, if any, does it play in the economy 
. of society? How can it be abolished? 

It is necessary to be clear at the outset that this class does 
at| present play a part in the industrial system. Its members are 
not “unemployable,” since they repeatedly obtain employment, 
and they are not functionlcss in the State, since there is an 
occasional demand for their services. The class is an economic 
phenomenon ; it has to be discussed as a resultant of economic 
demand and supply. The demand in this case is clearly that 
of individual employers for a readily available reserve of labour 
to meet sudden expansions and contractions in the volume of 
their businesses. The trades upon which these men depend 
are predominantly those in w'hich the volume of the individual 
employer’s business varies most and most irregularly from day 
to day or month to month. The main sources of the supply 
to this demand can be indicated with equal clearness. Rome of 
the irregular labourers of to-day arc men whom industrial trans- 
formations have forced from their chosen occu{)ations. Others 
have never chosen an occupation; slipping into some uneducativc 
“blind-alley” employment as messengers or van-boys at 
fourteen, they have found themselves rcsourceless ifnd next door 
to useless at twenty. *For others a temf)orary difficulty due to 
depression of trade, to personal misfortune, or to personal fault, 
^has been the occasion of a first resort and subsequent hatiituation 
to casual labour as a livelihood. Speaking quite generally, it 
may be said that casual labour is a residuary occupation for those 
who have failed and those wiio have never fairly started in life, 
a refuge for those in whom all ordinary standards of comfort 
and security have been broken by misfortune. From this class 
individuals may be rescued or may rise. The class, as a whole, 
with the chronic poverty which it ref)resents, cannot be abolished 
or transformed except by cutting off either the sources of supply 
or the demand to which it is adjusted. Is it, then, possible to 
cut off the supply of men to the casual labour market? ^Some- 
thing may be done to divert boys from uneducativc to educative 
employmertt, to mitigate the hardships of industrial t^jmsitions, 
to lessen the general pressure of competition in tlje towns by 
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making the country less repellent to the countryman. But from 
the description already given of casual labour as a residuary 
occupation for the unfortunate, it is clear that any general stop- 
page of the supply of casual labourers is utterly impracticable. 
To put an end to all the ways by which men fall into misfortune 
must be the last step, not one of the first steps, in the destruction 
of poverty. Moreover, if it were possible to cut ofiE dr seriously 
to diminish the supply of casual labourers, stoppage of the in- 
dustries now .dependent upon their services could in that case 
only be avoided by a reformation in the conditions of employ- 
ment, making it no longer casual and degraded. Diminution 
of the supply of casual labour would be at best an indirect way 
of forcing a modification of the employers’ demand for casual 
labour. It is, therefore, to modification of this demand that 
attention must ultimately be directed. 

Is it possible to abolish or to modify the demand for casual 
labour? At first sight this line of attack appears at least as 
desperate as that* upon the sources of supply. Casual labour, 
it may be said, is necessary because the amount of work to be 
done is variable; because tides, weather, and seasons are in the 
scheme of things; because no man or body of men can foretell, 
far less regulate, the incalculably changing needs of millions 
of individual consumers. The nature of employment in any 
occupation appears to depend, in respect of regularity or irre- 
gularity, upon external ungovernable conditions of demand. 
This objection calls for a fundamental distinction, in the business 
of each individual employer, between those fluctuations of work 
which are general in character, affecting His and all similar under- 
takings simultaneously (as winter affects building or the summer 
holidays affect certain branches of printing), and those whiclv 
are peculiar to his own undertaking (depending upon the idio- 
syncrasies of his usual customers or upon his success or failure 
to obtain particular contracts). So long as attention is confined* 
to the first sort, it does appear that both the extent and the 
character of the labour supply required in any particular occupa- 
tion depends almost entirely upon external conditions, upon the 
mass |bnd flow of work demanded of that industry by the society 
of consumers; this sort of fluctuations are just the seasonal or 
cyclical fluctuations which it is for the present desirable to dis- 
regard. So soon, however, as attention is directed to the second 
sort of fluctuations, it becomes /ilear that the extent of the labour 
supply required in any occupation is a function not^only of the 
aggregate rnass and flow qf work, but also of its own fluidity. 
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This is the fundamental principle underlying the use of the 
I-iabour Exchange. It can be best explained by a single abstract 
illustration. Imagine two similar undertakings —say two riverside 
wharves — each employing from day to day through the year 
from fifty to a hundred men. If their business wen' affected 
only by causes common to both, it would vary at each wharf 
simultaneously; on some one slackest day th(‘ numlx'r employed 
at the two together would drop to a. liundred : on some other 
day it would rise* to two hundred. No question •of the rnove- 
n^ent of labour between the two wharves w'ould or could arise. 
Suppose, however, as must imwitably be the case, that work 
at each wharf w^as to some extent at least affc'cti'd by causes 
peculiar to it, so that one was busy while the otlu'r was slack, so 
that, for instance, the number employt'd on any one day by the 
two together never fc'll below' 120 nor rose above 180. The 
question of the movement of labour between the tw^o wharves 
would at once become important. If tlu'y were separated by 
an impassabli' barrier, so that no individual labourer couhi work 
in turn at both, then sinc(‘ each n^quired on occasion as many 
as 100 men at once, the two together would still call on the 
services, constant or occasional, of as many as 200 individuals. 
If, on the other hand, the two wharves wer(^ in such close con- 
nection as to use practically a common supply of labour, exactly 
the same mass and flow of work would rcapiire only 180 in- 
dividuals. Such connection might bt‘ obtained, wdthoui imme- 
diate physical contiguity and without any amalgamation of the 
two businesses, by their simply sending to^a cominbn centre or 
Exchange for their irregular hands. It might, then, bo said 
that as betw'ccn the tw'o w'harvos the supply of labour 
-was perfectly fluid, or, from another /xunt of view, that 
the fluctuating and hitlu'Tto separate demands of the two 
employers had been combined into a joint dcunand focussed 
at tht; Exchange. Without any change of th(‘. external con- 
ditions, i,e., for the same mass and flow of work to be done, 
the demand for labour ref)res(‘nted by the two wharves 
lOO to 200, but as a joint demand varying from 120 to 180. 
Twenty of the original 200 individuals wx)uld find that fthere 
was no longer even the most occasional need for their services ; 
upon 180 would be concentrated the work and the earnings of 
the 200. It is hardly necessary to a,rgue at any lengtl^ that 
such a change would be an impjP(3Vomcnt, notwithsta riding tbo 
temporary hjirdship to the extruded twenty. In a countj;y which 
is not over-populated, i.e., in which there are, sot^jewhore or 
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other, openings for additional labour, the twenty will be re- 
absorbed by the aid of the very Exchanges which cause their 
extrusion. In a country which is over-populated, it is a matter 
of vital importance to replace 200 potential fathers of families 
by 180, plus twenty men who will .have to be emigrated. On 
any view of society one man at a living wage is more desirable 
than two half-starved. 

It is of more imyx)rtanco to argue that the illustration just 
given is of ^ilmost universal significance. The princi})le which 
it inculcates, whether described as that of organising the separate 
demands of individual employers for laboui- into a single jfiint 
demand or as that of increasing the fluidity of the supply, is in 
varying degrees applicable to every industry and to almost every 
range of employment. This extension of the argument follows 
two distinct or at least distinguishable lines. 

. The first is a natural or direct continuation of the line by 
which the present jx)int was rc'ached. How, it was asked, can 
the casual labouring class — the despair of relief committees — be 
abolished? Ordy, it was answered, by transforming the demand 
by meeting which they live miserably into one for more regular 
employees; the potential supply is inexhaustil)le. The essence 
of this transfoi'mation , moreover, must be the combination of 
the labour demands of separate similar businesses into a single 
joint demand in which independent o|)jK)site fluctuations may 
neutralise one another. Such a transformation has since 189J been 
carried out in the employment oflVred by the London and India 
Docks Company. Formerly each of the forty-seven departments 
of the company’s work was a separato imit for the engageiiKuit 
of men; each department had its msignificant nucleus of regular 
hands, and its attendant crowd of more or less loosely attached 
casuals ; eighty per cent, of the work was done by irreguiSr 
labour. Now the whole dock system is, so far as the company’s 
work gCACs, the unit for the engagement of men ; eighty per ceijt. 
of the work is done by a unified staff of weekly servants directed 
from one spot to another by a central office. By simple co- 
operation betw^een its different departments, tlie company has 
substantially decreased the possibilities of getting casual employ- 
ment and the demand for casual, as opix)sed to responsible 
regular labourers. The application of the principle involved in 
this change to every industry conducted mainly by casual labour 
and to the fringe of irregular cm[)loyment to be found in prac- 
tically^ every industry is the only remedy consistent with the con- 
tinu^mce of private enterprise for the Tnost urgent 5nd perplexing 
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part of the unemployed problem. It requires in the typical 
casual occupations the more or less deliberate co-operation of 
groups of employers in using for their irregular work a common 
supply of labour centralised at an Exchange. It requires the 
tacit co-operUtion of all employers in abandoning the practice of 
taking men on casually from the streets or the public-houses or 
each at his own gates. Men obtained through the Exchange will 
in respect of each individual employer remain as casual as before ; 
in respect of the Exchange itself, representing the jpint demand 
of many employers, they may be organised into a stall with com- 
parlitive continuity of employment. It is unnecessary to argue 
that this can be done completely. Whatever can be done in 
this direction is so much to the good, is a step towards abolishing 
the under-employed class by abolishing the opportunities for 
under-employment, i.c., for casual employment having no refer- 
ence to past or future. So long as the unorganised demand of 
hundreds of employers, large and small, for irregular hands 
continues, so long will it seize upon all the temporarily distressed 
in the country, and out of them fashion the unorganised ubiquit- 
ous supply of casual labourers which is its counterpart. The 
present line of argument leads, indeed, to a perception of a mass 
of chronic poverty indicating not so much want of employment 
as a bad form of employment. It shows, resulting from almost 
universal carelessness (for all arc in various degrees employers 
of casual labour), a social disease — “under-employment” — of 
the same positive character as sweating or as artificial pauperism. 
Sweating implies a rate of wages sufficient to induce pco|)lc of 
low standards to try to live by it, but insufiicient to maintain 
them or their dependents properly. Under-employment implies 
a^perhaps daily chance of work sufficient to attract men of low 
standards or irregular habits, but insufficient — even with a high 
nominal rate of wages — to yield actual average earnings above 
starvation point. Under-employment is the subtler evil, and, 
therefore, most likely to be misunderstood and aggravated by 
mistaken treatment, as it is now being aggravated by subsidies 
from charity, from the Poor Law and from Distress Committees. 
It is at the same time the evil which, once understood, can ^ be 
cured with least opposition, for it is as harmful to employers in 
leading to irresponsible and inefficient service as it is to the 
employees and to the community. 

Along the first line of development the argument has moved 
from a study of distress to a definition of casual employment as 
its cause. The general theme of the overstocking of the labour 
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market has been narrowed to its acute manifestations in occu- 
pations at once highly irregular and comparatively low-skilled and 
ill-paid. The casual waterside labourer has been constantly in 
view. The same theme has now to be considered in a perfectly 
general way, with reference to all . occupations skilled or un- 
skilled, regular or irregular, prosperous or miserable. The same 
want of organisation for adjusting labour supply and demand will 
be treated as the cause less of distress than of waste of labour 
power, whether involving distress or not. ’The same remedy 
will be described from another point of view. 

What happens when in any town A some particular industry 
expands so that the demand for labour begins to outrun the 
supply? The demand will either be met by the migration of 
men already in the trade from other places where employment 
of that class is slack, or it will tend in A itself to attract fresh 
people into the trade — to hasten the promotion of learners and 
apprentices to adult work and w^ages, to make mechanics at 
need out of semi-skilled assistants and labourers, to cause a 
transference from cognate but less desirable occupations. In 
other words, just to the extent that a demand at A is not felt 
outside A, just to the extent that the labour supply is not fluid 
between A and other places, will result the entry of fresh 
people into a trade at A, while fully qualified workmen in the 
same trade are unemployed in half a do7.en other towms. The 
labour market of that trade will, in respect to its total needs, 
become overstocked. 

The argument here presented is of universal application. The 
supply of labour attracted into any trarde or district bears to the 
corresponding demand for labour* a relation directly dependent 
upon the extent to which industrial conditions in that trade ^ 
district approach an ideal in which perfect fluidity of the supply 
is combined with complete unification of the demand. The at- 
tainment of that ideal in any particular case would secure the 
exhaustion of the existing labour supply before any fresh supply 
was introduced. It would, so to speak, give the men already in 
a trade or district, as against those outside it, the first call upon 
any work which they were competent to perform. Suppose, for 
instance, that this ideal were realised in regard to carmen in 
Poplar, ic., that all Poplar carmen, so soon as they W'erc un- 
errjployed, registered themselves at one known office (perfect 
fluidity of supply) to which also all employers sent so soon as 
they Required a carman (complete unification of demand). It 
is obvioye that no may from BethnarGreen or West Ham would 
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get a carman’s job in Poplar so long as any equally competent 
Poplar man was unemployed. It is obvious that in the absence 
of any such organisation a Po[)lar employer may take on a 
Bethnal Green man who comes to him casually through the 
streets, and ‘then have to pay rates to support the Poplar man 
in the workhouse. The illustration given is deliberately parochial.^ 
The result of organising the labour market by universal labour 
exchanges would be, and its objects should ho, to give a measure 
of protection to tho'Se already in any trade or district as against 
the potential competition of those outside it. This protective 
tcnciency is a paradoxical but essential consequence of increasing 
the mobility of the workman. On the other hand, the linking up 
the various local Exchanges would more than anything else secure 
that so soon as there was not in Poplar any coTTi[)ctent unem- 
ployed carman, one could be obtained from Bethnal Green or 
elsewhere. 

The present discussion started with the question : What can 
any organisation for making the supply of labour more fluid contri- 
bute to the solution of a, difficulty occasioned apparently not by 
the fact that the supply is insufhci(mtly nM.d)j]e, but that it is 
excessive? The general answer can now be given that the 
supply of labour in every occupation is excessive just because it 
is insufficiently mobile. The modern workman has all through 
life two distinct functions — that of labouring, and that of finding 
a market for his labour. The less time he is cornpelkd to d(wote 
to the second of these functions, the more ho has for the first 
of them. He can produce and earn more, the less the time and 
energy he has to devote to finding opportunities for producing 
and earning. To increase the* mobility of labomer is, tluuv'- 
to increase his average working efficitmey — in other wortls, 
to decrease the mirnlxu* of individuals between whom any given 
amount of work is distributed. The attainment of the maxi- 
mum of mobility depends upon the universal appplication 
of the principle of the Labour Exchaiige --that for every 
trade or administrative area there should be offiet's to whieli all 
men seeking employers and all employers seeking men should 

^ For “ Poplar ” read “ London” : an efficient system of Exchanges by causing 
the London labour supply to bo exhausted before there ia room for the countryman, 
must diminiBh the attractiveness of the towns, and exert some influence — great or 
small — against the twin evils of urban congestion and rural depopulation. For 
Poplar carmen” read “ all carmen” : the protection of those in a trade against 
excessive recruiting of it as the result of purely local developments, must exert 
some influence— grqiat or small— against the premature displacement of the middle' 
aged by the young. 
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invariably and at once resort, and that all these ofiices, should 
be in continual communication. Statically considered, the 
effect would be in ’any given occupation, volume of work, and 
all other conditions, rt^maining the same, a smaller number of 
men employt^d, but more continuous* employment. Dynamically 
considered, the effect would be to secure the recruiting of each 
trade in accordance with its real growth, and not* in response 
to local or sporadic developments. The unification of the labour 
market in ePach trade would be a step towards giving to employ- 
ment in that trade as a whole the stability and the orderly pro- 
gression which charactci'ises employment in a single large under- 
taking. 


III. 

What , how^ever, has this rather large talk of organising the labour 
market to do with the work actually ])erformed by the Metropolitan 
Employment Exchanges? Ijittle enough perhaps at present. The 
unmistakable vitality and growth of the ntnv Exchanges is satis- 
factory testimony to what can be done merely by exercising care 
in the selection of superintendents, and by keeping their manage- 
ment free from some of the grosser errors that have ruined 
previous efforts in the same direction. To fill over 1,400 places 
in about the third month of effective working is a good begin- 
ning, but in leference to what has to be done it is no more than 
a drop in the ocean, and it represents not even a beginning with 
the most urgent part of the problem. 

That only amounts to saying that the Central Body has em- 
barked on a very large undertaking, loo large, perhaps, for its 
powers, destined, j^erhaps, to prove beyond the powers of any 
system of voluntary Exchanges. The present experiment 
fail of inherent weakness, or may be wrecked by mistaken opposi- 
tion. It will simply need to be followed by a fresh eff ort directed 
to the ’same object, however different the line of approach 'or 
the authority in charge. The community has to choose between 
organising the labour market so as to dispense with the acuter 
forms of casual employment and giving up the problem of the 
unlimployed. For any public authority appointed to deal with 
that problem, and taking the duty seriously, the attempt now 
being made by the Central Body is a matter not of choice, but 
of -necessity. 

“ Decasualisation ' ’ is not merely the only remedy, and, 
within the limits of a competitive industrial system, a radical 
remedy tf or that one element in the unemployed problem which 
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has been described as chronic under-employment. It is the in- 
dispensable preliminary to any secure dealing with the other 
factors in the problem ; it is that permanent re-construction of 
conditions in the lowest grades of industry which is needed to 
give scope or value to most 6f the other remedies proposed. What 
are these remedies? They may be classified as remedies of per- 
manent removal, of temporary assistance, of individual improve- 
ment. 

The theory underlying remedies of pcrmaneift removal- 
enpgration, home colonisation, afforestation, and all opening of 
new industries — is that the unemployed are surplus population. 
“ Remove the surplus, and all will be well.” At particular places 
and times there undoubtedly are surplus labourers in need of 
simple removal, and emigration in particular offers an extremely 
useful safety valve. But, as regards the commonest cause of 
occasional surplusage — tem})orary trade depression — the device 
of removal is neither appropriate nor final. It is not appropriate, 
because trade will recover from the temporary depression, and 
the men who have been removed will be missed later. And it 
is not final, because trade recovery will be followed in due course 
by trade depression, and there will again and again ad infinitum 
be a temporary surplus calling for removal. Moreover, the gist 
of the unemployed problem is not surplusage of population. A 
really superfluous man, i.c., a man not wanted at all, finds 
himself in the workhouse at once. The unemployed problem 
lingers mainly because it is a matter of labourers, not superfluous, 
but in reserve, getting too little work, yet still* some work, having 
a place in industry, not no place, so that their removal would 
leave place and demand for another. There are too many general 
u^bourers in London, but their excess shows itself in the partial 
idleness of many, rather than in the complete idleness of a few. 
When this over-wide distribution of work has been amended, 
as' it is the function of an Exchange to amend it, there will result 
as a correlative to the more continuous employment of some the 
total unemployment of others ; part of the reserve of labour will 
have been converted into a temporary surplus, which it will then 
be useful and necessary to remove by emigration, home colonfsa- 
tion, or whatever else may seem practicable. Till then the 
remedies of removal will be draining a reservoir that fills again 
automatically. • 

Nodes atque dies patet atri fanna Ditis, The line ex- 
presses accurately alike the» method and the character of casual 
employment. 
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The theory underlying remedies of temporary assistjince is 
that special industries or all industries are subject to periodic 
fluctuations, whose ‘effect is to throw out of work men hitlierto 
in good employment and likely to be in demand again when the 
depression passes. Temporary assistance — in the way of relief 
work or allowances — if it serves to catch these men as they 
fall idle, and tide them over till they recover employment, may 
therefore accomplish permanent good. It may prevent passing 
distress front resulting in lifelong demoralisation. All that is 
required is first to ascertain by investigation that the men helped 
have hitherto been in good employment, so that they are likely 
to be in it again; second, to make relief work, while free from 
degrading conditions, less attractive than ordinary work, so as 
to put pressure on them to leave at the first opportunity. This 
theory, which appears to be mainly responsible for the Unem- 
ployed Workmen Act, is all right as a theory. The trade union 
returns are unimpeachable statistical evidence of periodic fluctua- 
tions in cmployhient. The practice founded on the theory is 
futile and deplorable, because at present exceptional depression 
shows itself almost entirely in giving a slightly harder time to 
the chronic under-employed, rather than in throwing out men 
hitherto of good industrial character. Investigation breaks down 
because nearly all the applicants are of the under-employed, 
characterless type. Deterrence without the pauper stigma 
breaks down because it is humanly impossible to make relief- 
work less attractive than the ordinary life of a general labourer 
without msCking it inadequate as relief. “ Tiding over’* breaks 
down paiiily because trade depression is* a matter of years rather 
than months, still more because Ihere is no further shore to 
which the bulk of the applicants can be tided over. They cannrf-’^ 
be expected to “return” to good employment when that is a 
thing which they have never, or never within recent years, 
enjoyed.’ They simply go back to the docks or the Distress Conl- 
mittee office if that is still open. 

The theory underlying remedies of individual improvement is 
that the unemployed problem is mainly one of individual 
chameter. The influence of personal character is undeniable and 
all-pervasive. What, however, makes character? The great 
bulk of those with whom unemployed authorities have to deal 
appg^ar materially or morally incapable of effective foresight for 
themselves or their children, of more than a hand-to-mouth exist- 
ence, of more than spasmodic thriftiness. They gannot in the 
mass — foii an individual here and there anything is possible — 
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escape, the influence of their conditions of employment, and the 
most certain effect of casual employment — making idleness, 
slovenliness, and irresponsibility easy and tenipting—is just that 
instability of character which is the despair of relief committees 
and trade union organisers; The manufactun'r puts by reserves, 
averaging his profits over good and bad times ; the skilled trade 
unionist really does the same when he subscribes while earning 
to obtain unemployed benefit when he cannot earn. It is arguable 
that a sufticient renuxly for the dilficulties of pt^rioJic trad(; de- 
pression is to be found in the spread of this practice : in 
universal trade unionism able at once to provide the machinery 
of insurance against unemployment and to secure in each occupa- 
tion a wage permitting of insurance. Unfortunately, the con- 
ditions for the a])plication of this remedy do not exist at present. 
Casual employment produces a class of casual labourers upon 
which trade unionism and friendly societies get no hold. ‘ The 
reform of casual employment is to be regarded, not as the alterna- 
tive to self-help, individual or associated, but us the necessary 
preliminary to its further development. 

The Unemployed Worknum Act has now been on trial for 
two winters. The attitude of nearly all those engaged in its 
administration may fairly be described as one of growing hope- 
lessness. Those who see anything of what they are doing at 
all see that they are applying trumpery j.)alliatives to a chronic 
disease. Hence one section argues for doing less in the way of 
providing employment ; another section argues for doing more. 
The present paper is a plea for beginning ^by doing something 
entirely different. The ‘organisation of the labour market will 
. not make more work or dirninish the existing population. Its 
'‘emporary effect, in a labour market long disorganised and over- 
charged, will be to concentiute work on some so as to create a 
temporary surplus completely without employment, and needing 
ptirhaps deliberate removal by emigration or otherwise. Its per- 
manent effect will be to reconstruct and improve the whole con- 
ditions of employment, above all in the lower ranges of industry. 
Its aim is to rule out the possibility of living by casual labour, 
by making all labour reasonably continuous under an associated 
group of employers where it cannot be so under one employer. 
As such it may appeal to many interests and to many schools 
of thought. It benefits the workman— by greater continuity of 
employment— and the employer— by the prospect of better and 
more responsible service. It is at one and the same time an 
extension into the industrial sphere of t|ie Charity Or|[anisation 
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principle against casual relief, and a development of the 
trade union principle that one man at a living wage is better 
than two at half wages. It is socialistic because it is a piece 
of that organisation of industry in regard to which academic 
Socialism — national ownership of the* means of production — is 
only the means to an end. It is individualistic because, by 
diminishing the chances of the labour market, it ^ves more 
decisive influence to individual merit. If it cannot appeal 
to any one school or one interest against another ; it can appeal 
to all against their common foe — wasteful want of thought an|] 
organisation. 

W. H. Beveridge 
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The Nature of Capital and Income. By Irving Fisher, Ph.D. 

(New York: Macmillan Co., 1906.) 

The importance and the difficulty of the subject, no less than 
the ability of the author, render this book one of the highest 
interest and value. The views expressed are by no means ortho- 
dox, and are, at first sight, of a rather surprising nature. Dr, 
Irving Fisher will ])robably shock the business man as much as 
the economist. The basis of his views can be [mt in two sen- 
tences : “A stock of wealth existing at a moment of time is 
called capital. A flow of services through a period of time is 
called income.” Wealth is defined to incliuk‘ all those parts 
of the material universe w'hich have been appropriated to the uses 
of mankind. According to this definition, wealth includes man, 
and as a concession the author admits a definition of wealth (in 
its more restricted sense) as meaning “Material objects owned 
by man and external to the owner.” From a logical point of 
view these definitions are no doubt convenient, but difficulties, 
though they may be avoided, cannot be solved by a convenient 
choice of definition. This appears to be the vulnerable point 
of Dr. Fisher’s book ; no doubt he clears the ground ; he gets rid 
of many common confusions, he docs not fall into many errors 
which come from confounding capital and income. But before 
discussing special points in greater detail it will ‘be proper, 
in order to avoid any misrepresentation, to give the author’s sum- 
mary of his position in his actual words : — 

” To describe in a few words the nature of capital and income, 
we may say that those parts of the material universe which* at any 
time are under the dominion of man constitute his capital wealth; 
its ownership, his capital property; its value, his capital value; its 
desirability, his subjective capital. But capital in any of these 
senses stands for anticipated income, which consists of a stream 
of services, or its value. When values are considered, the causal 
relation is not from capital to income, but from inconie to capital ; 
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not from preBent to future, but from future to present ; in* other 
words, the value of capital is the discounted value of the expected 
income. The fluctuations of this capital value will, chance aside, 
be equal and opposite to the deviations of “ income from “ earn- 
ings,” whereas, when the influence of chance is included, there will 
be, in addition to these fluctuations, still others which mirror the 
successive changes in the outlook for future income ” (p.*328). 

The impoi*tant questions are those concer^ied with capital, 
value, and income value, and in particular the relation of these 
two to one another. Th(^ practical form in which the questioi^s 
arise are most usually : (I) how is any given valuation to be 
made; (2) what items should he included in capital accounts, 
what in profit and loss, or income accounts? No doubt a 
capital account is primarily a record of the relations existing 
at any given time bcdween assets and liabilities. Thus the 
capital account of a business on January 1st, 1907, should state 
the value of the assets and the amount of the liabilities. 
Generally, there is not much difficulty about the liabilities; some 
businesses (tliat of life insurance, for instance) have to value 
their liabilities by actuarial methods, but this is because the con- 
tracts under which the liabilities arise are of a rather special char- 
acter, namely, to pay sums of money at times which are not cer- 
tain, but which are determined in relation to the lives of human 
beings ; but the majority of business contracts involve a liability 
to pay money or deliver goods at a time which is fixt'd or nearly 
so, and which is not remote. But the valuation of assets is a 
very differen{ mattery thenr value depends upon how they arc 
regarded; a stock of raw material m^ay be valued at cost price, 
or at the current market price, or at wdiat it would fetch on a 
forced sale, or in many other ways. Most of the valuations on 
the assets side of the account are very arbitrary; business men, 
accountants, and theorists may all differ to almost any extent, 
and yet the correctness of a capital account, or, rather, the cor- 
rectness of the view expressed by the capital account, depends 
upon the correctness of the principles ujxin which the valuation 
of the separate items arc based. It is this which is the prac- 
tical difficulty. On what principles should valuations of assets 
be made? Assets, we arc told, represent the value of future ex- 
pectations. No doubt ; but this does not answ^cr the question ; 
it me^-ely transforms it into ‘‘How should future expectations 
be valued?” Whose expectations? Those of the owners of the 
assets? or is the valuer to form his own expectations? on what 
should he buse such expeetations? Is there a true value, which 
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could *be ascertained ultimately in the light of what actually hap- 
pens in the future? or is there no true value, no ideal mark, for 
the valuer to aim at? Such diniculties are not tou(‘hed by any 
rules as to the proper method of keeping capital accounts. 

Income accounts present other difficulties ; once grant that 
income and outgo consist of services and disservices, then in theory 
an income account can be kept. But no one w^ould, in fact, 
keep income accounts to show the income value of all services. 
The doctrine, that which is here put forward, that^'a cor j[X)ration , 
4s an entity distinct from its stockholders, cannot enjoy income 
or suffer outgo appears, at first sight, sufficiently startling, and 
can hardly be considered correct from a legal point of view. 
Such a proposition in substance assumes that stockholders have 
a right to have all profits distributed as dividends. The problem 
of income (in the sense of income value, not income services) is 
to determine what is meant by net income over a period of time. 

A common case in which it arises is to detennine what should 
be accounted income for the purposes of an income-tax. This 
is discussed with ingenuity and logic in Cliapter 14, but the result 
is so different from the plain man’s view that serious difficulty 
would probably be caused if a. State attem])ted to levy an income- 
tax in accordance with the results of this logical theory. As a 
practical question, we are still stumbling over the difficulties of 
distinguishing between a permanent and precarious, or utunirned 
or earned income, as the recent report of the House of Commons’ 
Committee shows. 

Passing from these, difficulties we may consider the relation 
of capital to income. Since either may be measured in quantity 
or value, we get four forms of ratio, which are respectively called 
by Dr. Fisher physical productivity (quantity of services per 
unit of time to quantity of capital), value productivity (value of 
.income from capital to quantity of capital), physical return (quan- 
tity of services rendered by capital to the quantity of capital), 
value return (value of services to the value of the capital yielding 
them). If the income is perpetual and flows uniformly, this value 
return is the ratio of interest. Bate of interest may be considered 
as the price of capital, or the premium by which the value of 
present goods exceeds those of future goods. Dr. Fisher’s con- 
sideration of this, and his working out of the mathematical rela- 
tions between the rates of interest considered as a premium and 
as a price is very clear, and should help to dispel many common 
confusions." In truth, the important series of mathematical ap- 
pendices, though of little interest to Eictuaries, wilDprobably be 
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held by many readers to be the most valuable part of this important 
book. The author’s views on the difficult subject of probability 
are of more doubtful value, but whose views are of value? Is 
it true that if a penny is tossed uj) and comes down heads the 
chance of its coming down heads if tovssed a second time is one- 
half? 

To sum up : this book is worthy of its author; it will add to 
the very high esteem in which he is held by economists ; it will 
compel a grea^fj deal of clear thinking on a mo^t difficult subject, 
and from a theoretical and logical point of view demands the 
highest praise ; the lawyc'r, th<i acc^ountant, perhaps also the 
psychologist and the philosopher, will peihaps be inclined to 
criticise such facts as arc concerned with th(fir res]X‘ctivc subjects. 
Some economists wfill feel that their difficulties have been made 
clearer, even if thc^y have not been resolved ; others will feel that 
many* of their difficulties have been resolved by Dr. Irving 
Fisher’s logic. All must admire the scientific temj>er and sii]- 
cerc love of truth which has inspired this book. 

C. P. Sangeu 


The Principles of Moiiey and Hanking, By Charles A. Conant. 

(London : Harper and Brothers, 1905. 2 vols.) 

Mr. (?onant, wlio has achieved a limited immortality from 
having given his name to a coin in the Philipjxines, is well (juali- 
lied, from h;s great practical experience of currency questions, 
to write a book upon Inoncy. He is furtlier qualified by the fact 
that he has studied with care the literature of money and bank- 
ing, so far as it is written in English or French. Why German 
authorities should bo boycotted it is difficult to say ; perhaps the 
author had a prejudice against the German language, or German 
professors, or German officials, or the German Emperor. Prob- 
ably, the first of these hy])otheses is the correct one, since even 
in the bibliograpliy German authorities are referred to in transla- 
tions. Be this as it may, these two volumes are a careful and 
painstaking compilation, containing a large quantity of valuable 
and interesting information. It is a very safe book to put into 
the hands of students; there arc no wild speculations; the tone 
is conservative. The question, “ Is an ideal money attainable? ” 
is finnly answered in the negative. The work is dedicated “to 
Hugh H. Hanna, whos(^ nns(‘lfish labours have done so much to 
establish a sound monetary system in America, and extend it to 
other parts of the world. “ Sound money is generally a euphem- 
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ism for a gold standard. Probably the most powerful argument 
in favour of a gold standard is that it de facto exists in a very 
large part of the civilised world. Certainly monetary experiments 
are very risky ; but now that the Republican party has abandoned 
bimettalisiVi , the Indian mints are closed to silver, Japan has a 
gold standard, and the Transvaal mines have an enormous annual 
output, it .is easy to discuss monetary questions on their merits, 
and even to doubt whether sound money is the best thing attain- 
able on this globes We venture to say all this because that belief 
in progress which characterisc's and inspires so many of the citi- 
i^ens of the United States is inconsiskuit with very conservative 
views of money which are held by many Americans: Why 
should there not be laogress in money as in all the material 
things? This, however, is our only criticism. This book was 
wanted ; it brings the facts up to date ; it traces the last stages 
of the triumph of the gold standard ; it contains a most excellent 
account of the evolution of commercial banking. 

The discussion of stocks and shares is naturally treated from 
an American rather than an English j)oint of view; for instance, 
tlie expression “negotiable securities” is most inconvenient in 
English. Negotiability has a definite t^'chnical sense in which 
it is applied to negotiable instruments. In strict logic shares or 
stock are not securities. So that negotiable securities should 
mean those debentures which by custom iwc tnaited as ru^gotiabk^ 
not those investments which arc readily saleable. It is incon- 
venient that the same words should bear difl’erent meanings in 
the two hemispheres. 

Mr. Conant renders a service by pointing out wJiat is so fre- 
quently overlooked — th?it State Socialism cannot remedy those 
evils in production which cause crises; however evident it may be 
that “ A remedy for existing evils in production cannot be found 
in State Socialism or co-opeu^ation unless the representatives of 
the State or the co-operative body are endowed with absolutt^ 
knowledge of all elements affecting demand and su})pl3/, not only 
in the present , but in demand and in methods of ])roduction in the 
future ” ; yet the obvious is often overlooked, and Mr. Conant is 
most wise to point it out. The tendency w^hich is now common 
amongst poorly educated people to regard officialdom as a cure 
for most evils is partly based u[)on an assumption of official tomis- 
ciencc. Much could be learnt from a comparative study of the 
efficacy of State banks, and such private institutions as the Bank 
of England ; but the subject is a difficult one. Meanwhile., The 
Principles of Money and Banking should be read by all who wish 
a subsoil of fact from wj^hich their theories may spring. , 

• C. P^. Sanger 
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The Wheel of Wealth: Being a Reconstruction of the Science and 
Art of Political Economy on the Lines of Modern Evotution. 
By John Beattie Cbozier. (London : Longmans, Green, 
and Co., 1906.) 

This lofty title is preceded by half a dozen pages of extracts 
from the publishers’ puff book, from which it appears that Mr. 
Crozier has written other works on the lines of evolution, includ- 
ing a chapter on personal evolution and autobiography entitled 
M?/ Inner Life. If we make the usual assumption, that the real 
value of the books corresponds to the nominal value of the re.- 
views, and that we arc not dealing with a case of inflated incon- 
vertible paper, Mr. Crozier has achieved a considerable reputa- 
tion : in the words of the Dundee Courier, Mr. Crozier’s monu- 
mental work is one of the precious gifts to the literature of this 
generation. 

In 'style and thought the present work is a curious mSlange 
of the mannerisms of the seventeenth and the nineteenth cen- 
turies. Its political biology is reminiscent of Hobbes and his 
Leviathan — and Mr. Crozier’s book would have gained in interest 
if ho had put as a frontispiece a picture of his Great Wheel and 
his Little Wheels, just as Hobbes gave a picture of his Great 
Leviathan and his Little Men. If the reader wishes to know 
more in detail the use made by Mr. Crozier of these seventeenth 
century biological ideas, let him look up in the index, T'ape-Worm, 
Analogjj of, and he will be pleased to find that Adam Smith’s 
conception of the economics of the w'orld as a whole is represented 
as a gigantic* Tape- Wprm — the com{X)nent nations being either 
smaller Tape-Worms or segments in the Great Tape-Worm as 
the texture of the argument may demand. 

“ How unlike,” exclaims our author, ” all this is to any image 
that can possibly be formed of industry as it exists at the present 
day. . . . Instead of being constructed on the type of the lowly 
organised worm, its true analogy is to be found only in the verte- 
brate kingdom, w’here there is neither priority of function nor grada- 
tion in the order of importance of one organ over the rest — as of 
heart over lungs, lungs over stomach, stomach over organs of 
locomotion; nor yet priority in order of time of the advent 6i one 
organ over another, for all must develop pari passu before any in- 
crease of growth can take place; nor yet a constitution of parts 
or organs all duplicates of one another and each with a semi-in- 
dependence ^of its own, like the segments of the worm, kc,, &c. ” 

In this passage the model for the style is apparently some vague 
memory of the rolling alternatives of th'h Athanasian Creed, but 
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in geijieral the style most affected is that of Herbert Spencer— 
and, in fact, the seventeenth century animals and images are all 
fitted into the formulae of the evolution of the nineteenth. 

In one respect , at leasts Mr. Crozier has excelled his master, 
namely, in the inordinate length of his sentences : there is one 
sentence beginning with “ J3ut that Political Economy,'’ and 
ending with “our most serious consideration,” that covers two 
pages, and is followed by another of almost equal length begin- 
ning with “ Or, to put it in general terms, &c.” (p# 259-262). 

, To judge by the present work Mr. Crozier docs not realise that 
the g(meral theory of social evolution only offers at the^ best a 
terminology which may be useful in describing certain forms of 
development : it provides no substitute for the laborious investi- 
gation of the evidence that is necessary to trace the steps in each 
particular case. 

In economics this terminology may be applied in two direc- 
tions : provided always that the a,ppropriate ideas and facts are 
used for the substance' of the argument. may trace*, us in 

economic history, the development of various institutions ; and 
w^e may apply tlie evolutionary terminology to the growth and 
decay of village communities, gilds, methods of taxation, and 
particular taxes, markets, syshmis of coinage, banking, and credit, 
and, indeed, wherever wo have continuous growth we can, if wc 
like, use the wa)rd8 which came into fashion with the “ general 
theory of evolution.” But wc can, if we please, equally well 
express the results of our inquiries in some other terminology, 
and in any case no manipulation of language will chspense with 
one jot of the evidence.* Dr. Cunningham’s Growth of English 
Industry and Commerce is throxighout dominated by ideas of de- 
velopment and decay, but the value of the w^ork depends on the 
treatment of the particular evidences. Mr. Crozier apparently has 
never read any economic history, and, contrary to the funda- 
mental ideas of general evolution, he seems to think that the in- 
dustrial revolution was of the nature of a universal earthquake 
which swallowed up the past, and gave the new men with their 
new machines free play for another and totally different variation 
of general evolutionary processes. If Mr. Crozier will refer to Dr. 
Cunningham he will find good reasons for placing the beginning 
of the modern era of economic history in the reign of Elizabeth ; 
and in any case the industrial revolution no more made a ^lean 
sweep of the past than did the French Ee volution. 

The othei* department of economic inquiry in which the ter- 
minology of evolution may be used to express the results obtained 



1907] 


crozier : the wheel op wealth 


89 


by weighing the appropriate evidence, is in tracing the develop- 
ment and decay of economic theories. Here, again, however, 
there is no short cut to be found by following a priori evolutionary 
ideas, Mr. Crozier is so impressed with the notion that between 
the eighteenth and nineteenth centuries there is a great gulf fixed, 
that he feels obliged to show that Adam Smith is hopelessly 
antiquated, and as his successors have retained most of his funda- 
mental ideas, that they also are hopelessly antiquated. Here is 
the conclusioB in the author’s own words : — 

It is my conviction that, were all the works of the orthodox 
econontists, from Adam Smith down to the latest representatives 
of the academical scliools, thrown over once and for all, and a fresh 
start made from the works of Mr. Gunton and Mr. Hobson — as in 
astronomy from Copernicus and Kepler — the world of nations to 
whom the true solution of the problems of political economy, and 
especially that of Free Trade and Protection, is of the most pressing 
and vital importance, would be the better for it ” (p. 511). 

All good things arc three, as the Germans say, and the trio 
of economists is coin])leted by the addition of Mr. Crozier him- 
self. It is ludicrous to discover that, in spite of their agreement 
on fundamentals and the application of evolution and dynamics to 
economics, wliilst Mr. Crozier fears in the Preface (p. x) that 
he may have “outrun the sympathy even of the hardiest and 
most thoroughgoing of Protectionists,” Mr. Hobson is a Free 
Trader, and the attitude of Mr. Gunton is indeterminate or un- 
known (p. 5Q5). It qlmost seems as if the process of elimination 
would be carried two §tcps further, and the survivals of the fittest 
reduced to one. 

Instead of applying evolutionary terms to describe the actual 
development of economic theories, Mr. Crozicr's principal aim 
seems to be to show that in all essentials Adam Smith adopted the 
ideas of the physiocrats, and that tliere has never been any real 
change since — that is to say,that the evolution of economics began 
and ended with the physiocrats ; and apparently the reason for this 
sudden arrestment was that the physiocrat ideas w^ere (especially 
after |;he industrial revolution), barren and unproductive, and they 
were barren because in Mr. Crozier ’s phraseology they were 
statical and not dynamical. 

It is not worth while, in the columns of this Journal, to ex- 
pose in detail the glaring inaccwracies and misconceptions of Mr. 
Crozier m trying to show that all the economists from Adam Smith 
downwards^ have overlociked the most simple truths, and pro- 
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in general the style most affected is that of Herbert Spencer— 
and, in fact, the seventeenth century animals and images are all 
fitted into the formiilsB of the evolution of the nineteenth. 

In one respect, at least, Mr. Crozier has excelled his master, 
namely, in the inordinate length of his sentences : there is one 
sentence beginning with “ iBiit that l^olitical Economy,” and 
ending with “our most serious consideration,” that covers two 
pages, and is followed by another of almost equal length begin- 
ning with “Or, to put it in general terms, I'cc.” (p# 259-262). 

, To judge by the present work Mr. Crozier docs not realise that 
the general theory of social evolution only offers at the^ best a 
terminology which may be useful in describing certain forms of 
development : it provides no substitute for the laborious investi- 
gation of the evidence that is necessary to trace the steps in each 
particular case. 

In economics this terminology may be aj)plied in two ‘direc- 
tions : provided always that the appropriate ideas and facts are 
used for the substance of the argument. We' may trace, as in 
economic history, the development of various institutions : and 
we may ap|)ly the evolutioTiary terminology to the growth and 
decay of village communitic's, gilds, methods of taxation, and 
particular taxes, markets, systcuns of coinagen banking, and credit, 
and, indeed, wherever we have continuous growth wo cat\, if we 
like, use the words which came into fashion with tlie “ general 
theory of evolution.” But wc can, if wo please, equally well 
express the results of our inquiries in some other terminology, 
and in any case no manijmlation of language will dispense with 
one jot of the evidence.* Dr. Cunningham’s (Irowth of English 
Industry and (jommercc is tliroiighont dominated by ideas of de- 
velopment and decay, but the value of the work de])cnds on the 
treatment of the particular evidences. Mr. Crozier apparently has 
never read any economic history, and, contrary to the funda- 
mental ideas of general evolution, he seems to think that the in- 
dustrial revolution was of the nature of a universal earthquake 
which swallowed up the past, and gave the now men with their 
new machines free play for another and totally different variation 
of general evolutionary processes. If Mr. Crozier will refer to Dr. 
Cunningham he will find good reasons for placing the beginning 
of the modern era of economic history in the reign of Elizabeth ; 
and in any case the industrial revolution no more made a ^lean 
sweep of the past than did the Fi’t^nch Revolution. 

The othej* department of economic inquiry in which the ter- 
minology of evolution may be used to express the results obtained 
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by weighing the appropriate evidence, is in tracing the develop- 
ment and decay of economic theories. Here, again, however, 
there is no short cut to be found by following a priori evolutionary 
ideas. Mr. Crozier is so impressed with the notion that between 
the eighteenth and nineteenth centuries there is a great gulf fixed, 
that he feels obliged to show that Adam Smith is hopelessly 
antiquated, and as his successors have retained most of his funda- 
mental ideas, that they also are hopelessly antiquated. Here is 
the conclusiow in the author’s own words : — 

** It is my conviction that, were all the works of the orthodox 
economists, from Adam Smith down to the latest representatives 
of the academical schools, thrown over once and for all, and a fresh 
start made from the works of Air. G unton and Air. Hobson — as in 
astronomy from Copernicus and Kepler— the world of nations to 
whom the true solution of the problems of political economy, and 
especially that of Free Trade and Protection, is of the most pressing 
and vital importance, would be the better for it ” (p. 511). 

All good things arc three, ns the Crcrmans sny, and the trio 
of economists is eom})lotc'd by tlic addition of Mr. Crozier liim- 
sclf. It is ludicrous to discover that, in spite of their agreement 
on fundamentals and the application of evolution and dynamics to 
economics, whilst Air. Crozier fears in the Preface (p. x) that 
he may have “outrun the sympathy even of the hardiest and 
most thoroughgoing of Protectionists,” Mr. Hobson is a Free 
Trader, and tlie attitude of Mr. Gunton is indotermirmte or un- 
known (p. 595). It almost seems as if the process of elimination 
would he carried two jteps further, and the survivals of the fittest 
reduced to one. 

Instead of applying evolutionary terms to describe the actual 
development of economic theories, Mr. Crozier ’s principal aim 
seems to be to show that in all essentials Adam Smith adopted the 
ideas of the physiocrats, and that there has never been any real 
change since — that is to say, that the evolution of economics began 
and ended with the physiocrats ; and apparently the reason for this 
sudden arrestment was that the physiocrat ideas were (especially 
after fhe industrial revolution), barren and unproductive, and they 
were barren because in Air. Crozier’s phraseology they were 
statical and not dynamical. 

It is not worth while, in the columns of this Journal, to ex- 
pose in detail the glaring inaccuracies and misconceptions of Air. 
Crozier m trying to show that all the economists from Adam Smith 
downwards^ have overlotiked the most simple truths, and pro- 
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pounded the most glaring fallacies. One of his most frequent 
charges is that they have paid no attention to the consumption of 
wealth, but have made production the be-al-l and the end-all of 
their pseudo-science. Let Adam Smith answer for himself : 
“ Consumption is the sole end and purpose of all production ; and 
the interest of the producer ought to be attended to only so far 
as it may be necessary for promoting that of the consumer. This 
maxim is so self-evident that it w^ould be absurd to attempt to 
prove it.’' And A*dam Smith, in summing up the merits of the 
pljysiocrats, places first their representation of the wealth of 
nations as consisting in the con^sumable goods annually reproduced 
by the labour of the society. That producers are also consumers, 
and that for the most part consumers are also producers, are com- 
mon-places generally taken for granted. Similarly, that demand 
and supply are reciprocal, that the production of wealth is a con- 
tinuous stream or flow, that with the increase of the national 
dividend all classes of income may rise together, are propositions 
that have been so frequently and clearly stated and illustrated, 
that their rediscovery as new by Mr. Crozier is only explicable 
on the assumption that, seen through the mists of general evolu- 
tion, common objects take on different shapes. 

In conclusion, attention may be called to the sub-title of the 
work as a “reconstruction of political economy.” Part /. is, in- 
deed, called Eeconstruction, but it only covers about 100 out of 500 
pages, and even in this part criticism pre|X)nderates. We search 
in vain throughout the volume for any new idea, or even new 
presentation of any old idea which can prel^end to greater clear- 
ness or efficiency ; on th^ contrary, the old ideas are hidden in a 
cloud of words. Mr. Crozier's book may possibly prove attractive 
to those who still think that anything labelled evolutionary is the 
latest product of thought, but if the author really desires to make 
a serious contribution to economic science, he must first of all con- 
descend to understand what has been done already. It may be 
true that from Adam Smith downwards all the labours of econom- 
ists have been useless, and that Mr. Crozier has been born to set 
them right ; but the present volume does nothing to support so 
preposterous a claim. The criticism is for the most part Ijased 
on imperfect reading and misconceptions, and where it happens 
to be valid is at least a generation behind the times ; and the re- 
construction consists in the wearisome application of the fantas- 
tical analogy of a wheel. This wheel, according to the preliminary 
description , rpvolves in a medium “thick with powers of Nature 
of all kinds and on all hands — wind, wa|er, soil, steam, and the 
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like — which it is the function of our fourth factor— [the other three 
being Production, Consumption, and Nature] — the powers of Man, 
to yoke and harness -to his service, in the process of keeping the 
circular double-sided wheel of production and consumption 
a-goiog.” And if anyone can make out j^hat this means without 
a series of pictures, he must have an imagination worthy of Blake 
at his maddest. 

J. S. NicholsoxN 


On Municipal and National Trading. By the Bt. Hon. Lom) 
AvEBimY, P.C. (London : Macmillan, 1906. 8vo. l^p. 
vi., 176.) 

This book is scarcely cm titled to be regarded as a serious con- 
tribution to the discussion of the province of government. The 
term 'National Trading seems to have been inserted in the title 
merely to justify the inclusion of twenty pages of sni])pets on 
Htate railways and three short paragraphs on tlu) telegraph 
system. The character of these may be sufficiently indicated by 
the fact that a large portion consists of comparisons taken from 
Foxwcll and Farrer, who wrote in 1889, and are supplemented 
by a table relating to the present time, in which wo do not 
observe any com]>arison of the South-Eastern and Chatham’s 
performances with those of the Northern of France. The 
rest of the work does not differ from the multitude of ill-informed 
diatribes against municipal trading which have become so 
common in* recent ^ears. It professes to deal with a part 
of local authorities’ activity which it n^ver attempts to define, 
but which may be conjectured to b*o that part for which funds 
are intended to be provided by sjx^cial charges other than ordinary 
rates and taxes. 

No one grumbles very particularly about these special charges. 
The municipal charges for water, gas, and tramway rides are paid 
without any more ill-feeling against the municipality than that 
which every right-minded citizen nourishes against his butcher 
and his baker, and with a good deal less than he nourishes against 
his bpotmaker or his plumber. Very often indeed the payer is in 
blissful ignorance of the fact that he is paying a municipality, and 
I have known a town which has had a municipal water-supply 
for 200 years, where plans habitually came in from the office of 
a builder who actually sat on 'the town council, with the note, 
“ Water supply from company’s mains.” A campaign against 
municipal ^trading in wh^ch the leaders Insisted on the magnitude 
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of these special charges would fall very flat. No one would be 
much moved by an outcT 7 that ten years ago the L.C.C. was not 
exacting a single halfpenny from the publfc in tram-fares, and 
now it is d,rawing over a million per annum. 

What is un|X)pular is not municipal trading charges, obviously 
more or less roughly pro]:x)rtioned to services rendered, but rates, 
. which arc only so proportioned in so far as a conventional standard, 
riamely, the rateable value of premises occupied, corresponds with 
services. Consequently the originators of the cain|mign in v\ hich 
Lord Avebury finds himself involved have hit on the plan of talk- 
ing as if municipal trading were just exactly what it js not, 
namely, paid for out of rates. To say so straight out would of 
course be to utter a falsehood amounting to a contradiction in 
terms, so that it has Ix'cn necessary to befog the public by mixing 
up all kinds of expenditure and receipts in liopok'ss confusion. 
The present book proceeds on this tack from the very first’page. 
Between 1868 and 1901.-2, we are told, the kaad expenditure of the 
United Kingdom grew from £3r),00(),0()() to 11 11 ;()()(),(){){). A reader 
with his wits about him expects the next step to be a division of 
the increase into the two parts — one the “ ordinary ” cx|>enditure, 
borne entirely on the rates, and the other the nnmicij),al trading 
expenditure, borne with the exception of a comparativdy trifling 
amount upon the sj>ecial charges. But nothing of the kind 
follow^s. True to the less rcspectabki writ(‘rs whom he follows, 
Lord Avebury contents himself with vaguely insinuating that the 
increase of expenditure is principally the result of municipal 
trading, and that, somehow or other, in •spite of the special 
charges, it all falls on the unpopular rates. How inartistically 
this is done is shown by the next paragraphs, which read as 
follows : — 

“ No sufficient reason can, 1 submit, be givtai for this portentous 
increase of expenditure.” ^ 

Here we exi)ect the assertion, “ it is due to municipal trading ” 
but it does not come. Instead we drift into 

“ No doubt in these years the population and rateable value have 
increased, but, as the Industrial Freedom League has pointed out, 
the average rate per head of population has risen in England and 
Wales, in the last twenty-two years, 62 per cent., the average debt 
per head has risen 95 per cent., and the average rate per £ of valu- 
ation 60 per cent. Moreover, as the assessment is increased, we arc 
not only paying a higher rate, but on a higher assessment; so that 
the actual sum a man has to pay is raisesl doubly.” 
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If the figures were correct (which they are not) the last 
sentence would be arithmetically absurd. Lord Avebury con- 
tinues : — 

These figures are very grave, but they are not all. ’Though we 
are paying so much, we are not paying our way. The local authori- 
ties are running head over heels into debt.” 

It seems a little incoherent to say first that a man’s debts 
have increased 95 per cent., and in the next paragraph, ” This 
is not all ; he is running head over heels into debt.” 

I do not think this is a particularly unfavourable specimen of 
Ijord Avebury’s style and reasoning. There are worse. For ex- 
ample, there is the solemn suggestion on p. 159 that ” compound 
householders ’ ’ whose rates are paid by their landlords vote for 
persons or measures which increase rates, founded on the observa- 
tion that ” the greater the proportion of compound householders 
who pay no rates , the higher the rates are. ” It has not apparently 
struck Lord Avebury that the fact of a large proportion of com- 
pound householders indicates, cceteris paribus ^ a small amount of 
rateable pro})erty per head, which naturally results in a high rate 
per i)ound, as the cost of many services varies approximately with 
the population rather than the rateable value. No facts are given 
in support of the argument beyond the quotation of West Ham as 
an example. At any rate, the high rates of West Ham cannot be 
attributed to municipal trading, as they had come into being 
before West Ham engaged in municipal trading at all. 

Lord Avebury ass*ures his readers in his Introduction that he 
will show them that (1) municipalities have enough or too much 
to do without trading ; (2) municipal trading involves immense 
increase in local debt ; (3) ” it will involve municipalities in Jabour 
disputes,” (4) it will result in either a loss or a more costly ser- 
vice, from which the ” wwking classes will of course be the 
greatest sufierers,” (5) “it is a serious check to progress and 
discovery.” 

As to the first of these heads. Lord Avebury has nothing to put 
forward except an agenda paper of the L.C.C., wdiich happens, as 
he admits, to be double the usual size. He does not explain why 
he takes as an example the L.C.C., which stands quite by 
itself in every way, wdiich has many functions from which the 
ordinary municipality is free, and does not possess many which 
the ordinary municipality possesses. The fact that the agenda 
paper of the L.C.C. appears to be unnecdessarily overorowded with 
detail is scarcely a reascxi for alleging either it or ordinary local 
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authorities have so much to do that they should not enter on 
municipal trading. The work, he says, is not done by the 
Council or by its committees, but is done “ by the staff.” This 
seems an excellent arrange 3 ment, and one which is generally and 
with great advantage adopted in enterprises managed by public 
companies and even in large private businesses, such as the 
greater private banks, of which the principals often have suffi- 
cieuit leisure to write books on many different subjects. 

As to the second head, Lord Avebury says very truly that the 
debt has increased, but he does not say how much of the increase 
belongs to municipal trading and how much to othcT service's. 
To do so would not suit liis purpose. Ho only wishes to make his 
readers’ flesh creep. The only distinct reference to municipal 
trading in the chaptc'r which profess(3S to deal with this head is 
a quotation from an address d('liver(‘d to the Industrial Freedom 
League, which professes to show that towns in which the 
“reproductive'’ d(d)t bears the smallest proportion to rat(‘ah](^ 
value have rates averaging 5.s*. in the i', and those in which the 
reproductive d(d)t hears the highest proportion to rateable value 
have rates averaging 6s. These figures are got from “ a list of 
78 principal towns ” : not, observe, “ the 78 princii)al towns,” so 
that we may well suppose they were picked for the purpose', and 
we may also notice the somewhat suspicious list of rej)roductiv(' 
undertakings, “ electric liglit undertakings, tramways, markets, 
water, and so on,” Supjx>sing the 78 towns arc a fair selection 
and the reproductive undertakings include evc'ry thing that ought 
to be included and exclude nothing that ought not to'be excluded, 
the figures would be very far from proving what they are sup{X)sed 
to prove. 

As to the third head (“it will involve municipalities in labour 
disputes ”) Lord Avebury relies chiefly, not on anything that has 
happened in English towms, but on the conditions of State- 
employment in Australia, where the Melbourne Argus tells us that 
‘ ‘ the State servants already constitute almost a clear majority of 
the names on the electors’ rolls.” The Victorian railways are 
quoted as an awful example, but Lord Avebury does not pursue 
their history beyond 1895. Does he not know of the subsequent 
struggle and its consequences, or does he think the less said 
about it the better? 

On the fourth head, “the great probability, not to say«.cer- 
tainty, that one of two things will* happen : either there will be a 
loss, or the service will cost more. The working classes will, of 
course, be the greatest sufferers,” Lord Avebury is far from lucid. 
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Strange as it may appear in one who once held high office in 
the L.C.C., he seems to be unaware of the well-known fact that 
housing schemes have for the most part been carried out in an 
attempt to fulfil Parliamentary obligations incurred in clearance 
or improvement schemes, and that for the unremunerative cha- 
racter of these schemes you might just as well blame the railway 
companies, who have, in pursuance of the same obligations, car-, 
ried out equally unprofitable aiTangements. Nor does it apparently 
strike him thnt the Industrial Dwellings companies which bought 
land from the Metropolitan Board of Works at “ housing value*’ 
arc in just the same iK>sition as the L.C.C. Housing Committee. 
How completely he misunderstands the whole question is shown 
by his belief that the quotation from the Tirn^s relating to a report 
of Mr. Cockerton on p. 63 supports his view. After this muddle 
and a little trifling with the Brighton lamp-posts. Lord Avebury 
reproduces Mr. Holt Schooling’s easy sum, in which 5 tx>r cent, 
on £'121,170,000 is correctly worked out to amount to £6,058,500, 
and his delightful' inference that the net loss on 1 ,029 reproductive 
undertakings is consequently the difference between that sum 
and £571,555, the declared net surplus, 'plus the amount actually 
allowed for depreciation, w’hich does not include the £1,264,544 
devoted to aruortisation of capital. “ I do not pretend to be 
an authority as to what percentage ought to be written off for 
depreciation, but Mr. Schooling has had a long experience in 
such matters, and is well qualified to judge. The figure actually 
taken certainly seems too low, and the difference would convert 
the small nominal profit into a substantial loss.” 

After this it seems a terrible bathos to descend to ‘ ‘ Take again 
the Works Department Committee of the London County Coun- 
cil.” This is not a municipal trading committee in any reason- 
able sense of the word, but if it were, why trouble about such 
trifles when you have proved a loss of 5| millions per annum? 
A few pages further on Lord Avebury is peddling with Sir Henry 
Fowler’s profit of £378,000, and has apparently forgotten all about 
the 5J millions of loss. 

Edwin Cannan 

British Canals : Is their Resuscitation Practicable ? By Edwin A. 

Pratt. xixl59 pp. cr. 8vo. (London: John Murray, 
•1906.) 

Tm^RB is a good deal in Mr. Pratt’s book which is neither 
accurate nor profound, and very often, so far as it goes, militates 
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against his own case. It is absurd to talk as if waggons were 
almost unknown and pack-horses the only means of carrying goods 
when canals were introduced, and for my part I entirely refuse 
to believe; that the charge for the conveyance of a pack- 
horse’s load of coal w^as 25. 6d. a mile ! (p. 13). It 
is natural to distrust an author whose credulity allows 
him to make such a statement. It is odd, too, that one 
who has a weakness for diatribes against municipal enter- 
prises, and considers the Mersey Hocks and Hafbour Board’s 
business excellently managed, should not have discovered that 
tliat institution is no more municipal than the Co-operative 
Wholesale or the Koyal Economic Society. Are readers really 
so stupid that they will not see the fallacy of assuming that 
railways are too heavily rated for local [)ur()oses, merely because 
in some parishes they pay 80 or 90 per cent, of all the rat(‘s? 
Why not? If we were told that a railway paid 80 or 90 per 
cent, of the rates of a county, a town, or even a union, we might 
be surprised, but there is nothing to be astonislu'd at in the 
fact that a railway will sometimes pay most of the rates of a 
parish or any other small section of an administrative area. It 
is true that a rural parish may raise rates up to Gd. in the £ 
for its owui purposes, but w'c may be tolerably sure that tlu^ 
small parishes referred to do not raise a half})enny , and that tlu‘ 
80 or 90 per cent, consists entirely of rates rais('d for the union 
and the county. Kailw^ay rating has its anomalies and absurdi- 
ties, no doubt, but the entire absence of any attempt on the 
part of the railway interest to show^ that 'railways' or any par- 
ticular railw^ay a,s a whole^ pays more than other fuoperty is 
significant. Again, it is difficult not to feel irritation against an 
author who first shows that canals are nearly useless and must 
continue to decline, and then seeks to magnify as much as pos- 
sible the amount which the State w^ould have to pay in order to 
acquire them. 

All this is the more annoying because on the main question 
Mr. Pratt has such an excellent case. Even in a perfectly flat 
country canals have many disadvantages as compared with 
railways. On the ordinary canal, the speed of transport is that 
of a walking horse with interruptions. Higher speed created by 
mechanical ix)wer cannot be substituted without widening the 
canal and strengthening its banks, and, after all, on the ^nest 
inland waterway that ever ex;iste*d the speed attained is inferior 
to that of a mediocre goods train. The cost of construction of 
an ordinary canal on flat country must •be much mor^ than that 
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of a railway, even if we only consider what in the case of railways 
are called ‘‘running lines,’’ still more if we take into account 
sidings and colliery and quarry branches. Barges are too big for 
convenient handling, and as they carry their loads low down 
in a sort of trough, they are much more troublesome to load 
and unload than trucks, which can be filled and emptied from 
any level which may be convenient. Ice is met with ^very few 
winters in our climate, and is an important obstruction, which 
now and thea will close navigation altogether, in spite of all 
devices for keeping it open. The result is that even in a per-, 
fectly flat country no one thinks of constructing an ordinary 
canal in preference to a railway, and still less of building a canal 
alongside an already existing railway. The existence of a canal, 
on the other hand, is no obstacle to the creation of a railway, 
and if a line of solid flat land suddenly s])rang up from ijand’s 
End to- New York, a railway w^ould be constructed immediately, 
and would pay an enormous dividend. 

But Great Britain is not flat, and water cannot be induced 
to lie even at the very moderate gradient of two or three feet 
to the mile, say 1 in 2,000, which prevails on the very flattest 
railway runs in England, as, for example, between London and 
Banbury via Beading. Consequently, canals must be constructed 
in absolutely level lengths, and at the end of each length barges 
must be lifted up to a new level. This is done by a cumbrous 
arrangement known as a lock. On the average, Mr. Pratt says, 
there is one lock to every mile and a quarter of canal in Great 
Britain ; i.c., on the ayerage a barge has to be lifted to a new 
level every mile and a quarter. The proefess of lifting requires 
not only time and labour, but also an ifnmense quantity of water, 
and the water used always goes one wvay — dowm hill. The con- 
sequence is that a large supply of water is wanted at the very 
summit of the canal where it passes over a ridge. This is just 
the place where a steady supply of water is least likely to be 
available. Hence the great canal reservoirs wdth which the 
country is studded, which are often nearly dry, and would bo 
utterly inadequate if the canal traffic were much bigger than 
it is. They are often inadequate as things are, and the water 
which has been used in the locks is laboriously pumped up again 
into the higher levels. What would be thought of a railway if 
the trains had to be lifted a few feet every mile and a quarter, 
and if Tihe rails ran away down hiH in dry weather, and had to be 
dragged back again by expensive machinery ? It must be remem- 
bered, too, that nature has so arranged things that the heavy 
No. 66 .— v(Jl, xvn. * H 
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articles for which canal transport is supposed to be particularly 
suitable come mostly from hilly neighbourhoods and high levels 
whence railway trucks run easily. Coal mines and quarries are 
not frequent in the Fens. Anything more ludicrous than the 
idea of constructing branch canals to most of the collieries and 
quarries which have railway sidings can scarcely be conceived. 

' Edwin Cannan 


Protectwe and Preferential Import Duties, By ’A. C. Pioou. 

(London : Macmillan and Co.) 

This book, though small, must be reckoned one of the most 
brilliant contributions to the discussion of the Fiscal Question. 
It brings together the substance of two articles contributed to 
the Edinburgh Review in October, 1904, and January, 1906, and 
the author’s “ Eiddle of the Tariff,” published in 1903, arranged 
as a systematic whole. The Fiscal Question, as the author of 
this book more than once insists, involves- much more than 
economic theory, and it is a tenable view that the purely economic 
problems are not the most important. Nevertheless, it is Mr. 
Pigou’s discussion of theoretical points with which it is most 
appropriate to deal in the Economic Journal, and it is no dis- 
paragement of his treatment of the more controversial political 
side of the question if we say that it is in his treatment of 
problems of economic theory that we look for the most valuable 
part of his work. 

In the first chapter we have a short statement of the infant 
industry argument aiid its modern extensions, and of the well- 
known “dumping” theory, the conclusion of which is summed 
up (p. 22) thus : — 

” From these considerations it appears that, though circum- 
stances may exist in which Protection would ultimately benefit the 
National Dividend, there is no reason to suppose that Such circum- 
stances do exist in England at the present time. Since, therefore, 
the argument of our first section proves that Protection must imme- 
mediately injure the dividend, we conclude that it is likely to injure 
it on the whole. I pass, therefore, to the different and more diflS- 
cult question whether the collection of a given revenue by duties 
of a protective character is likely to injure the dividend more than 
the collection of an equal revenue in some other way.” 

r. 

This way of putting the problem seems open to some criti- 
cisms. The arguments of the first section is that each individual 
is likely to make the best bargain when not interfered with. 
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“ The National Dividend is, however, the sum of the private 
dividends of the meml)erB of the nation. Hence it follows that the 
dividend of the whole, community is, prima facie^ larger when ex- 
change is free than when exchange is not free (p. 8). 

But is there no general rule that each individual in making his 
own best bargain in international trade to some es^tent pre- 
judices the position of his fellow-countrymen, and that the 
maximum national advantage is not found ii^ unrestricted in- 
dividual freedbm? If this be so, and if tariffs based on the 
usual protective principles are a kind of restriction which is* 
beneficial, it would seem that a certain amount of revenue would 
b(^ incidentally raised by a tariff designed piimarily to maximise 
the advantage of international trade. Mr. Pigou’s way of stating 
the problem — to raise a given revenue by means of either a pro- 
tective or a non-protective tax— seems to ignore the possibility 
of a combination of the two methods if the protective tariff, not 
primarily designed for revenue, did not yield enough. 

Some reasons have been advanced by the present writer in 
the preceding number of the Economic Journal in support of 
the theoretical case for restriction, and the position there taktm 
up has a strong resemblance to that of Mr. Pigou in this book 
when he deals with the comparative merits of protective and non- 
protective duties as a means of raising a given revenue. But 
there is some degree of difference in regard to the comparative 
importance of the indirect influence of an import duty on the 
terms of interchange in foreign trade generally, and that of the 
“direct gain and loss* in respect of the .taxed article itself. “ 
According to Mr. Pigou, the latter is. “the chief element to be 
considered” (p. 25). He seems to minimise unduly the indirect 
effect. 

This is a point of some importance in connection with the com- 
parative merits of protective and non-protective taxes. The 
former, as Mr. Pigou recognises on p. 25, has a greater indirect 
influence than the latter, and its advantage is not to be found 
simply in the fact that a certain proportion of the revenue raised 
can be described as falling on the foreigner in the sense ordinarily 
meant (p. 31, first three lines, seems inconsistent with p. 25). 
The more effectively protective a tax is, the less is the revenue 
derived from a tax of given height, and in the extreme case the 
tax w^uld exclude the particular import altogether. The ten- 
dency to increase the National Dividend, how^ever, is greater (for 
taxes less. than a certain height) , the morev effectively it* protects, 
or more strictly, the more ^elastic our demand for the imported 
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100 THE ECONOMIC JOUBNAL [MARCH 


article. The advantage is not, therefore, to be regarded as simply 
a certain proportion of the revenue. 

The relative importance of direct and indirect effects may 
be seen in the formula v^hich was the basis of the writer's 
article already referred to. It is derived as follows : — 

Imagine this country to have a currency peculiar to itself. 
Foreigners bring goods here, sell them for our money, the Govern- 
ment levying a t^\x — whether from buyer’s or sellers is immaterial. 
With the money received the foreigners purchase^our goods and 
"take them abroad for sale in their own country. 

Take first the case of a general tax. We can then .take one 
commodity only for imports and one for exports. There is thus 
obtained an (expression ^ for the rate at which advantage increases 
with the increase of a small tax, from which the following in- 
ferences can be drawn. 

(1) The expression is positive, unless both demands are 
inelastic in a certain degree (C^^p. Economic Journal, December 
1906, p. 532). Advantage therefore varies directly as the tax. 

(2) The expression is larger, the larger the elasticity of the 
home demand for goods from the foreigner (unless the curve of 
foreign demand is steeper than a rectangular hyperbola.) When 
the elasticity of the home demand is intinite, the value of the 
expression is higher than for any other value of the elasticity. 

(3) Foreign demand plays just as much part in the expression 
as foreign supply, though the tax is on imports (exactly the 


^ Let the equations of supply and demand be — 

Home demand fej* import. Foroigrf supply for*export. 

y=fy{x) = 

Home supply for export. Foreign demand for import. 

y=F.{x) y=f2{^) 

100 

Our country imposes a tax p per cent ad valorem. Let r = 

1(X) -f p 

Let tti and be the quantities imported and exported after the tax is imposed. 
We have ^ 

(1) ra,/,(ai) = a,P,(a^) 

'(i'lOj) ACoj) 

Not advantage of trade u is 


ratio of exchange of moneys. 


= ffl{x)dx- f i\{,x)dx 
Jo Jo 


The rate at which advantage is increasing with a small tax is when r=l 

1 J. 

7 ?^ 't\(r 

where es and ed are the elasticities of homo supply and demand, tycr and 7^5 of foreign. 
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same expression is derived in the case of ex|;)ort tax). The -larger 
the elasticity of foreign demand, the greater is the importancxj 
of the magnitude of the home demand, and conversely. In fact, 
we might say that Protectionists correctly appreciate the in- 
fluences affecting the denominator of the exi)rcssion which in- 
dicates the (variation of) advantage resulting from the duty, and 
the sign of it, whilst Free-traders perceive that the numerator 
is generally rather small. 

With a t[fx on one of many commodities, the indirect in- 
fluence can be shown to be generally of no less importance thaif 
the direct effect, by the equal prominence of foreign demand 
and foreign supply. If we take, for simplicity, n imports of 
(‘qual value, having the same (dasticity of supply and demand, and 
similarly n exjxirts, the expression for the rate at which ad- 
vantage is increasing when one import is taxed is identical with 
the above, and just one of what it would be if all were 
taxed. 

This formula shows only the tendency of a very small tax. 
No doubt, if a large revenue were required and heavy taxes 
necaled, the advantage of the })rotcctivc tax would disappear. 
Jlut, as has beem remarked, it is not necessary to have the one 
kind exclusively of the other. A few words may be added here 
on the difficult question of the height to which, in theory, import 
taxes call be raised in order to maximise advantage. 

If wo assume eurv(‘s of constant elasticity type, ^ the maximum 
advantage rate, it may hv shown, is independent of the elasticities 
of home denuiYid and supply.*^ 

Rather strong assumptions have to bo made as to the elas- 
ticity of foreign supply and demand if the rat(^ of the tax affording 
maximum advantage is to come below 10 per cent. 

Little room is left for saying anything about the questions 
raised in other chapters of this book. In connection with tlic 
question oT internal distribution of wealth, two remarks may 
be added in supplement of Mr. Pigou’s discussion — (1) In con- 
sidering the problem generally, apart from the particular circum- 
stances of England, wo must rtnuunber that the community stand 
to gain more at the expense of rent-owners in the exporting 

^ Cp. Marshall, Principles of Economics, Mathematical Note iii. 

® With one commodity on each side, the maximum advantage rate, 2^ percent, is 
given by 

• 1-1 

100 

Tj(r 
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trades than they stand to lose to rent-owners in protected in- 
dustries, since exports are diminished more than imports are 
increased. (2) A point of some importance in England is that 
the tendo€icy of a protective tax to lower the value of money 
means a transference of wealth from the “rentier** class to 
the community. 

The second part of the book, dealing with preferential tariffs, 
contains some vejry penetrating criticism of a particular scheme. 
The general question whether a mutually advantJigeous scheme 
•might be devised is not dealt with. 

This review has been occupied almost entirely with points 
on which the writer has felt a certain amount of dissent from 
Mr. Pigou’s position. There arc many others on which no differ- 
ence arises. I^lien^ is dis[>laycd tbroiigliout singular im])artiality 
and }>ower of clear analysis. The examination of what may be 
called the special pleas put forward on bcdialf of Tariff Peform 
(the supposed changing character of exports, dumping, (!tc.) is 
particularly lucid. The mathematical notes on pp. 27“-31 and 
p. 113 are important contributions to the theory of taxation and 
bounties; and the attempt, in Part ii., chap, i., to estimate the 
effects of a pro|K)sed Preb'rential scheme, though necessarily 
speculative, is the best of the kind that has yet b(‘en made. 

C. P. Bickebdike 

The Industrial Organisation of an Indian Province. By T. 

Morison. (London : Murray. Pp. 327.) 

When Mr. Morison was Princif)al of the Mohammedan Anglo- 
Oriental College at Aligarh* he used to teach European economics 
to Indian students : now ho combines that task with the equally 
difficult task of teaching Indian economics to European students. 
A generation ago readers might have assumed that a book written 
on such subjects for such readers would resemble a hook on the 
theory and practice of painting and music intended only for the 
use of men born blind or deaf. But recent economics have tended 
to bridge over the gap between non-competitive custom, which is 
supposed to dominate India, and non-customary competition, 
which is supposed to be the differentia of Europe; afid Mr. 
Morison has carried this tendency a stage still furtluir in his able, 
interesting, and judicious book. 

In contrasting Indian and European conditions he is treading 
more or less in a l)eaten track ; but the moral which he draws 
is by no means hackneyed. He tells us how in the Urfited Pro- 
vinces of Agra and Oudh—to which he confines hinii^clf—agricul- 
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turists include more, probably far more, than two-thirds pf the 
total population ; how each agricultural village aims at local self- 
sufficiency, so that costly machinery is impracticable, and many- 
handed drudgery is essential ; how its weaving, carpentering, and 
other industries are inevitably entrusted to officials ; how the 
weaver and carpenter prepare their annual budget of domestic 
income and expenditure; how rents, salaries, and wages are paid 
in agricultural produce or its estimated equivalent ; and how the 
village grain-dealer buys from, values for, and lends money to 
the agricultural producer. Agriculture is the hinge on which th« 
industrial system turns ; and the supremacy of agriculture is the 
one vital difference between East and West. English economics 
have not impaired its dominion ; indeed, English law has renewed 
its strength ; although in doing so it has multiplied mortgage 
debts, and the author desires rather than expects further reform 
by sortie native Eaffeisen of the dim and distant future ; for in- 
novations of a co-operative character must come from within, and 
presuppose a complete change of the moral, rather than of the 
legal or economic environment, and of this change there is as 
yet no symptom. He pioints out that the ideal of self-sufficiency 
was the distinguishing feature of the rural economy of New 
England for some 200 years, so that it is not so inconsistent with 
modern conditions as some theorists imagine; moreover, it is as 
suited to the peculiar circumstances as shallow ploughing is to 
the peculiar soil of rural India ; so that in all probability it has a 
long future before it ; and even the village weaver, who is most 
jostled and hustled by external competition, would render his posi- 
tion all but impregiiahlc by the adoption of an improved hand- 
loorn. In this sense East will remain’East^ and West will remain 
West, and the secular differences of East and West are destined 
to enduz’e. But many other differences between East and West 
are exaggerated, and turn out to be more apparent than real. 
Thus the old landlord used to eke out his share in the produce 
of the harvest by aids, benevolences, fees, forced presents, and 
fictitious values which varied with the laws of supply and demand ; 
the leather currier eked out his scanty salary by casual work for* 
wages^in the field, and we read of the cultivator watching him as 
he reaps and reaps from sunrise to sunset, and then handing him 
three bundles of corn, which are larger or smaller according to 
his industry ; and the very money-lender spends most of his time in 
drawing up two sets of accounts, one of which shows the old 
Adam of self-interest in his nudest, dirtiest shafx?- presiding over 
the distributive economics of the East. The writer maintains 



104 


THE ECONOMIC JOURNAL 


[march 


that the three F.’s which arc now the Palladium of the Indian 
cultivator were a British invention like the three F.’s in Ireland, 
and owed their origin to similar causes. 

Perha|:is the most interesting chapters to English readers are 
those which deal with State action in India. The State en- 
courages loans for wells and the like as a duty ; and it only under- 
takes larger works of irrigation on its own responsibility when 
those works are far beyond the scope of private entorpiise. Its 
roads and railways have transformed famiru's from periods of 
starvation to periods of unemployment. Nowadays in times of 
famine, price-lists and death-rates barely rise above normal; and 
when the period is over the unemployed resume their old employ- 
memt because the State is very careful to give the cultivator or 
labourer less than he would got by ordinary cultivation or labour. 
FornuTly hundreds of villages were swept with the besom of de- 
struction, and prices w'cro multiplied by twelve when famine 
occurred. The change is due sim|)ly and solely to improved com- 
munication. Mr. Morison’s statistics are conclusive upon this 
point. 

Nor is this the only boon which improved communication has 
conferred. Charts and lists of local and general prices of agricul- 
tural produce, showing considerable research and care, arc pub- 
lished, and reveal beyond (piestion : (1) a general tendency of 
local to conform to general prices; (2) an incrc^asing tendency in 
this res])ect ; (3) an extraordinary contrast in former times of one 
locality with another and of one year with another in its prices ; 
(4) the gradual disa[)pearance of these contrasts, and the substitu- 
tion of uniformity and s*tal)ility for caprice and variability ; and (5) 
a gradual rise in price consequent on the depreciation of the rupee. 
Indeed, these tables and a])peudic(}S, and the balance-Bhects of 
caj-penters and weavers, are for experts and serious students the 
chief feature in the book. Most of them are, it is true, taken 
from official reports; but even the classical reports of W. Crookc, 
Sir F. A. Nicholson, and Sir A. P. Macdonnell are not in every- 
body’s hands, and the author selects and arranges material drawn 
from many dozens of re]:x)rts, with a point and conciseness all 
his own. The generalities to which this review mainly refers will 
doubtless strike experts as familiar, but wo think that many people 
will find in them now suggestions ; and wc are quite sure that 
every reader, whether expert or inexpert, will derive instruction 
as well as suggestion from the apt illustrations and appropriate 
arguments ^with which these generalities are invariably^ accom- 
panied. J. D. Eogbrs 
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Industrial Combination. By 1). H. Macgregor, M.A. Pp. 245. 

(London : George Bell and Sons, 1906.) Price 7*9. 6d. net. 

Mr. Macgregor begins this very interesting wprk by de- 
fining industrial combination as “ a method of industrial organisa- 
tion by which a common control, of greater or less completeness, 
is exercised over a nuinlier of firms which either haVe operated 
hitherto, or could operate, independently. This control may be 
cither tem]X)Fciry or permanent, for all or only for some puri)Oses.” 
This is an admirable definition, except for the phrase “or could 
operate.,” which leads him to include under combinations the 
case of a firm wliich “extends its enterprise by building new 
works in various parts of the home and foreign markets.” The 
extension of the term is entirely illegitimate ; and to say that “ the 
refineries of the Standard Oil Tnrst did not “enter into” a 
combination ; they arc the results of the enterprise of a combina- 
tion,” is cither a mistake or misleading. The South Improve- 
ment Company, the Eefiners’ Association, and Mr. Kockefeller’s 
purchases in 1874-79 were all stages in the development of the 
Trust, and they were all marked by the combination of previously 
independent comjianies. A large firm may have a monopoly 
without being a combination, and a combination may be, but 
is not of necessity, monopolist. To include the large many- 
meinbered firm among combinations because it dominates an 
industry is to confuse the result and the method. 

The capacity of the combination to substitute itself for the 
large indepehdent firm as the representative method of industry 
is analysed in detail under the heads of productive efficiency, 
risk, bargaining strength, and resource. By risk is meant ability 
to sustain the risks inherent in the form of organisation, and 
to undertake the risks of the industry ; by resource is meant the 
ability to utilise the opportunities of the market. These several 
categories to some extent overlap, as the author admits, and 
they might be summed up in the one word “management.” 
This part of the work is thoroughly well done, and is full of 
suggestive criticism. Praise, too, must on the whole be awarded 
to the chapters on the causes and structures of trusts and kartells. 
In a separate chapter, which in many ways exhibits the author 
at his best, the differences between labour combinations and 
indpstrial combinations are fully discussed. This is a thoroughly 
useful piece of work, for, even’ if Mr. Macgregor does not com- 
pletely. dispose of the argument that trusts and trade unions are 
akin in that they each seek to increase the bargaining strength 
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of their members, it is more important to bring into prominence 
their differences, and so defeat the attempts that are being made, 
especially in America, to involve the unions in the same odium 
that envelops the trusts. The weakest part of the book is the 
last chapter, in which the author essays to prove that those 
industries which are at present conducted by the State are of an 
entirely different nature from those left to private enterprise. 
To defend nationalisation of railway transport on the ground 
of ‘'its exceptional strategic position in the industfrial system,” 
and to opjx)se the nationalisation of, say, coal and iron, which 
are equally necessary to all other industries, is, as a matter of argu- 
ment, to take up a very weak j^osition. 

The strength and weakness of the book is that it is so purely 
theoretic. It is difficult, indeed, to imagine any better con- 
tribution to the study of combination from the standpoint of 
theory than this volume, of which another theorist could only 
complain that Mr. Maegregor has confined himself so largely 
to American and German experience, and has to a great extent 
neglected Great Britain, where he would not have had to deal 
with the artificial stimulus of tariffs and railway rebates. From 
theory comes the temptation to regard ordinary combinations as 
abnormal. A combination of firms which have attained their 
full development, for the purpose of utilising in a higher degree 
the opportunities for economy offered by the general organisa- 
tion of industry, is, to Mr. Maegregor, normal development. ‘‘ De- 
fensive combination,” on the other hand, ” arises out of abnormal 
market conditions.” Eight here theory and practibe come into 
conflict. It is a matter of common knowdedge that in trade after 
trade prices keep running down to unprofitable levels, owing to 
stress of competition, and, that being so, what is the use of 
stigmatising such conditions as abnormal? Investigation 
shows us that with the widening of the market the individual 
loses control over the conditions attending supply and demand. 
The tendency towards production at a loss and the evolution of 
combination in order to control the market are, in fact, ” normal,” 
if one must use that, economically, very misleading term. Again, 
to imply that combination is the cause of over-capitalisation is 
not entirely true, for the over-capitalisation is already there in 
the industry suffering from over-competition. The truth is that 
a price has to be paid for permission to regulate the industry, and 
the only question which arises and has to be settled separately 
in each case is whether that price is more than is justified by 
the subsequent economies. Mr. Maegregor seems to conceive 
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of capital as being much more fluid than it really is, of the over- 
capitalised company as having to succumb before the new com- 
petitor. But, so long as the debenture-holders are paid, a com- 
pany need not close its works ; it can and does meet, the prices 
of its rival, and if there is an over-supply, both are alike involved 
in loss, and the newcomer finds itself in effect over-capitalised. 
Mr. Maegregor does not consistently keep before hirn the facts , 
that destructive competition docs not pay, and^ that the object of 
business is to* pay. In a word, he has written a very good book, 
but it is not the final analysis of combinations. 

Henry W. Macro sty 

Economics for Irishmen. By “Pat,” (Dublin: Maunsel and 

Co.) 

In face of the paucity of treatises l)earing on the economic 
condition of Ireland <at the present day, and the results of the 
agrarian and social clianges of the past c(;ntury, the title of the 
present work is an attractive one\ It perhaps contains a promise 
of some constructive proposals which is not fulfilled in the work 
itself, but this loss may b(* lightly passed over owing to the fre- 
quency with which in deuiling wuth this subject suggestions for 
reform tend to prc‘ccde and obscure a ck*ar investigation of fact. 
The author’s task being largely that of exposition wo 
regret the more that his style in places sliould seem to catch tfx> 
much of the spirit of his environment, and that statements and 
conclusions, the resiilts, no doubt, of .careful observation and 
deduction, should lose in weight by a.lack of moderation in expres- 
sion. The inefficiency of the average Irish agriculturist arising, 
from defective education and lack of enterprise is the main argu- 
ment of the book, and no one after its perusal, wdiatever his other 
opinions ^may be, wall doubt that the author has given the question 
a careful and impartial study before drawing his conclusions, or 
that, as he claims himself, he has “ spent a considerable time 
examining the data of our agrarian economics, not merely in the 
study, from statistics and arguments, but mainly in the open 
field; face to face with the concrete facts.” 

These facts as observed by him have led to the cx^nclusion that 
peasant proprietorship, so far from increasing the annual output 
ofihe land and benefiting the community generally, has rather 
tended to j)crpetuate the worst faults of the Irish farmer, has 
depressed the position of the labourer, and bids fair to reduce Irish 
economic^lifo to a state of perpetual stagnation. The Land Acts 
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have, in his opinion, only ‘‘ changed the ownership from one set 
of agrarian incapables to another,” and the latter state of the 
country is worse than the first. 

When 5 ve look for actual evidence to support such a bold case, 
we find it, if not altogether convincing in its nature, stated with 
a considerable amount of assurance. In the first place it is 
argued thht the Irish farmer has become a grazier pure and 
simple, not because that is the most profitable form of era}>loy- 
ment to which his land can be put, but either because he does 
aot know his business or because, in the writer’s vehement 
words, ” where he does not happen to be a lunatic he. prefers 
£50 a year and no work to £‘100 a year and efficiency in his 
farming.” It may be a matter of question how far the increased 
difficulties of management will be held to outwtrigh a larger profit 
to be obtained from tillage as compared with grazing, but if 
there is any class of agriculturists who from mere indolence 
arc content to work their farms on half their practicable pro- 
ductivity, we can only consider that the conditions of the case 
are such as to put it altogether outside the pale of ordinary econo- 
mic reasoning. That there has been a considerable decrease dur- 
ing the past twenty years in the acreage devoted to cereal and 
green crops in Ireland no one will be prepared to deny, although 
referojice to the actual facts is often necessary to prevent ex- 
aggerated estimates of the magnitude of the change, but what 
wo would wash to see before giving our assent to the main 
conclusion of the present work is some satisfactory evidence that 
this alteration in agricultural conditions is »not part of a general 
movement in the United Kingdom. 

The author’s arguments would be immensely strengthened by 
the inclusion of' statistics, if any such were available, going to 
show that the decline of tillage in Ireland possesses features cither 
of character or amount which would compel us to attribute it to 
causes other than those acting on the British Isles as a whole. 
Until some such evidence is produced we will be inclined to seek 
for external and general reasons for the change rather than attach 
much weight to what the author speaks of as the “heartfelt 
desire ” of the Irish farmer to “go to grass on half his practicable 
income.” Nor can all the statements adduced in supj>ort of this 
argument be allowed to pass without question ; where, for instance, 
the case is quoted of a farmer who in 1905 was receiving as much 
as £12 an acre for conacre in thef County Meath, one may well, 
while not disputing the accuracy of the individual instance, con- 
test the author’s right to represent it typical of agricultural 
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conditions in any portion of Ireland. There would appear to be 
a certain crudeness in the writer’s suggestion of an age of agri- 
cultural felicity as existing before the recent transfer of pro- 
prietary rights on a large scale, or to use his own force^ble expres- 
sion, the days before we began Land- Acting ” ; the case against 
peasant-proprietorship in Ireland can hardly gain much from a 
comparison with the state of things that preceded it, nt)r perhaps 
would the author himself condemn the land legislation of our 
own time, but a certain looseness of argument appciars to lead 
him into expressions which are inconsistent with any other attv 
tude. 

While not convinced by the arguments of the present work, 
many will welcome its publication as an interesting treatise on 
Irish agriculture derived from practical observation and experi- 
ence. it is a matter for regret that what promises at the outset 
to be a scientific investigation of the subject should too soon adopt 
the somewhat noisy tone which characterises the greater part of 
it. Eloquence has indeed, as the author himself says, “ become a 
disease amongst us ” ; we set a sufficiently high value on the 
present work to wish it free from a suggestion of that evil. In 
conclusion, while “ Economics for Irishmen ” cannot be regarded 
as a thoroughly adequate or satisfactory treatise on a very wide 
subject, it undoubtedly contains a great deal of valuable and sug- 
gestive material likely to prove of great assistance to those dealing 
with the same questions in future. 

H. L. Murphy 

Esqtmse d'lme sociologic. By M. F*. Waxwetler. (Travaux de 
rinstitut de Sociologic.) (Brussels: Misch and Thron, 1906.,. 
Pp. 360.) 


Among all the “outlines,” “principles,” “first lessons,” 
“treatises,” “surveys,” and so on of sociology which are daily 
put forth, this book is of the few which really advance the 
science. It is the aim of the author not to give an account of 
the present state of sociological knowledge nor to solve thoroughly 
any concrete problem, but rather to supply hints and suggestions 
for deeper research, principally to the students of the Institut 
Solvay. Hence the aphoristic manner in which he deals with the 
mejbhodological questions, and even the main problems ; hence also 
a really astonishing wealth of original and valuable remarks — 
made. without any claim to completeness or systtyiiatic order. 
Munificently the author .offers us ideas and observations, many of 
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which are sure to become fruitful starting-points of further analysis 
and re'search. 

We must confine ourselves to dealing with the author’s funda- 
mental views and the general trend of his thoughts, being unable 
to enter on the discussion of all the problems that he raises. 

M. Waxweiler starts from biology, emphasising in his first 
pages theJact that man, like other animals, cannot be under- 
' stood without investigating the conditions of his life. This is 
■ most undoubtedly true, and is so commonly acceptedethat this part 
of the book has hardly a claim to the interest which we, on the 
whole, accord to it. Much may be said about this starting- 
point. It is precisely the fact that we can not explain the social 
phenomena by biology alone, that justifies an independent science 
of them at all. Once we succeed in doing so sociology as such 
will cease to exist as an independent science. Just as it is 
reasonable and Jiecessary to treat chemical plienomena as such, 
although it is highly probable that they must find somehow their 
mechanic explanation, it is quite indisjx^nsable for us to construct 
a science of human action and reaction on the basis of the given 
social facts, whatever their nature may be, in spite of our convic- 
tion that we are building but a j)rovisory framework. Therefore we 
think it is misleading, especially for the beginner, to say that it 
is biological researcli which ought to be done at first. 

M. Waxweiler himself, indeed, agrees in practice with us. 
In the rest of the book he makes little use of biology, but devotes 
himself almost exclusively to the study of sociological phenomena 
as given by experience without any recurrence tg any other 
science, except psychology. 

After defining sociology very aptly as the science of action 
•and reaction between individuals, he proceeds to investigate — or, 
rather, to give advice how to do so — how man acts in different 
circumstances and for different purf)oses by utilising the daily 
experience as well as ethnographical, historical, and also sioological 
data. This is indeed the only sound way leading to truly socio- 
logical results, and we cannot emphasise enough M. Waxweiler’s 
merits in this respect. First of all, such investigations cannot 
but start from the individual. Doing so involves the denying that 
it is the social group as such which is our object ; that it* acts 
like an individual being ; that there arc other principles required 
for dealing with it than those afforded by the analysis of the in- 
dividual psyche. That these latter .views are not correct — although 
still held by many eminent writers — is an important result, which 
we regret not to be able to discuss more fully here. Secondly, 
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M, Waxweiler’s methodological remarks — hints as well as warn- 
ings — must be regarded as of the best contributions to that much- 
discussed subject. We draw attention only to the importance ac- 
corded by him to the experience of daily life— as another writer 
aptly says, “ il faut regarder seulment ce que nous voyons tou- 
jours ” ; also to what he says on the comparatively small value of 
historical material — the use of which is interfered almost always 
by what he calls “ egomorphism ; further, to his chapter on socio- 
logical — or, rather, psychological — experiment. • Thirdly he deals 
— and this is perhaps the most valuable part of his book — with 
some important concrete problems of the social conduct of the indi- 
vidual, c.j/., with the aggressive, deiensive, friendly, hostile, 
acquisitive activity. Indeed, by carefully examining these 
phenomena, we are sure to gather interesting results as to the 
relation between man and man, and investigations of this kind 
become more and more numerous. (Tande at Paris, Simniel at 
Berlin ; see also many articles in the Revue de Sociologie,) Here 
w^e want to attract the attention of the readers to what our author 
calls lexique sociolocjique. Owing to the fact that all the things 
which we seek the social im|X)rtance of are commonly known, and 
have received a definite denomination, he thinks that it is not use- 
less to discuss the notions already given by the language. He 
draws up, therefore, a list of such words as signify some social rela- 
tions, as, for instance, friendship, household, leader, gratitude, 
ambition, in order to suggest, by the only word, some knowledge 
of the phenomenon designed by it — a very useful plan. Pinally, 
he comes to. the move complicated phenomena of co-operation 
between individuals, wdience results interdependence, leadershio, 
organisation, association. This part of the book is most aphoristic, 
but it opens, nevertheless, a wide outlook. 

The first thing to be done in sociology is, after all, description 
of this kind. As M. Waxweiler rightly observes, we are not at 
present in a position to find great general laws. We are here, 
at least, as far behind exact economics, I think, as the latter science 
is behind national mechanics. What is wanted for an exact 
treatment is a fundamental phenomenon, such as, c.gf,, value 
is in economics. Now, notwithstanding the truth of what I just 
said, it must not be forgotten that M. Waxweiler suggests to us 
something of this kind : I mean, what he calls social energy of 
the individual. But he correctly abstains from going too far in 
thi^ direction , giving once more ‘here only a hint. 

To sum up, it is a book which ought not to be overlooked by 
anyone interested in sociology, or even in social science in general. 

Joseph Schumpeter 
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Les Antagonisrnes Economiques. By Otto EffBbtz. (Paris : 
Giard et BruVe, 1906.) 

I HOPE that the author of Arbeit und Tiodcn will forgive me 
if I say that the manner in which his new book is written is cal- 
culated to prevent people from reading it. If M. Elfertz 
wishes to^be taken seriously, and it is fairly clear that he does, 
he should keep his personality more in the background. To begin 
by stilting that Le^ Antagonisrnes Economiques is either very bad 
because all “ the German universities refused A rbeit und Boden 
hbB a thesis, or very good because it inspired M. Landny’s 
Uutilite sociaJe de la 'propriHi^ individuelle/' ^ is to exhibit a 
lack both of logic and humour. Nor are the true principles of 
ponophysiocratic socialism likely to be advanced by calling 
German economists and German Socialists old fossils. Yet some 
of the author’s points are worthy of consideration from a socio- 
logical, if not from an economic, ix)int of view. His feelings, 
though sometimes (X‘Pentric, are always humane. But he shows 
himself an embittered, disappointed man, rather than a 
single-hearted seeker after truth. It is a gri'at pity. Readers 
may be recommended to begin with M. (Charles Andler’s pndace, 
which contains a good exposition of M. EfTertz’ syst(‘m ; it is 
not easy to ri'commend them to go further and read this book. 

C. P. Sanger 


Le Formation des Biclicsses rt scs Conditions Sociales Actuelles 
— Notes d' Economic Politique, Par Eugene d’Eichthal. 
(Pp. 454, Gillaumin et.Cie., Paris. 1906.) 

Whilst in some respects he merely goes back beyond more 
modern economists to the definition of fxilitical economy given 
by J. S, Mill, there is yet a flavour of novelty, not so much in the 
actual formula adopted by M. d’Eichthal as in r the dis- 
tribution of emphasis. For he views economic science 
as dealing primarily with “ the production of articles in- 
tended for the satisfaction of human wants,” and only 
secondarily with the distribution of those articles among the 
various factors in production. It is indeed, in its dealing solely 
with this latter question, that he discovers the funda- 
mental fallacy of Socialism. The book, however, is by no means 
a mere treatise on production, •but rather a whole systerrf of 
political eco/iomy, of which the keynote is found in that part of it 

^ Seo Economic Jouenal, VoV xii, p. 69. 
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which is too often doomed to neglect. “ II semble, k lea lire^*’ he 
writes, “ que celle-ci (production) va continuer se r^aliaer d’elle- 
This, the view not only of the Socialists, but in a lesser 
degree of Mill, the author sets out to combat. The first part of 
the work, therefore, is devoted to the structure and organisation 
(m<5canisme social) of production, which unlike les procM^s tech- 
nologiques, comes within the economist’s scope. This is followed 
in Part II. by the consideration of the social copditions affecting 
the use, increifse, and spread of riches, and finally, in Part III. 
(Les Garanties Sociales), are considered, inter alia, various at- 
tempts to realise social justice by taxation and by State regula- 
tion, municipal socialism, and two recent collectivist Utopias. 
The importance of production would, however, appear to be the 
cornerstone of the whole work. 

N. B. Dearle 


Das Problem des N'ormaJen in dcr N ationalokonomie . Beitrag zur 
F/rforschnng dcr Storungen ini Wirtschaftslebcn. Von Dr. 
rniL. N. PiNKi’s. (Leipzig: Verlag von Duncker A: Hum- 
blot, 190G.) 

The greater part of the book is a criticism of the alleged con- 
fusion of ideas as to the relation of theory to fact, on th(^ part of 
the great body of writer’s on economics past and pre^stmt. This is 
traced to a loose use of the word “normal,” which the writer 
insists should be used in a subjective sense oidy. In the final 
chapter, to which he appears to attach most im})ortance, he de- 
velops a method wliicli may be described as a barometer of the 
condition of commerce, in which there is little essentially new. 
ddic average of a statistical series (c.f/., the price of iron) for the 
years which elapse between two years of crises is calculated, the 
mean deviation from the average is taken, and the deviation for 
each year is expressed as a fraction of the mean. The number so 
obtained is called the ” Ivonjunkturkoefficient ” for the year. 
There seems no good reason for omitting the year of crisis from 
the average, and in the case of a symptomatic series it would surely 
be better to reckon the deviation from a moving average ; for a 
considerable co-efficient would be obtained on the author’s plan, 
if the series were one with no fluctuations, except in the year of 
crisis* but with a steady rise. 

A, L. Rowley 
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Emigrazione di XJomini ed Esportazione di Merci. By Prof. L. 

Fontana-Russo. (Roma : Unione Co-operativa Editricc, 

1906. Pp. 18.) 

( 

This piamphlet is reprinted ‘from the Rivista Colonials of 
September, 1906. Its puri)ose is to show that the emigration 
of some 'of the citizens of Italy has proved beneficial to the citi- 
zens who have not emigrated. To this effect there are a few 
sentences of general argument, but the bulk of the paper is de- 
voted to a statistical proof that Italian immigrants in foreign 
countries have been responsible for large purchases of Italian 
goods. In this way, it is argued, they have, both directly, and 
indirectly through their example, stimulated several Italian in- 
dustries. The argument is based on statistics of Italian exports 
to the United States, Argentina, and Australia, while the two 
Brazilian States, San Paulo and Rio do Janeiro, afford occasion 
for a more precise application of the method of difference. The 
reasoning is, in some respects, similar to that by which Mr. 
Loch sought to show, in a recent paper before the Royal Statis- 
tical Society, that internal migration reacts beneficially upon 
pauperism. It should be observed that the statistic's only prove that 
an Italian resident abroad is more stimulating to native industry 
than a non-Italian resident abroad. They do not prove that he is 
more stimulating than an Italian resident in Italy. They do not, 
therefore, of themselves, prove that emigration is beneficial to 
non-emigrant Italians. 


A. C. PiGou 



NOTES AND MEMORANDA 


The Economic Legislation of the Year 19()G. 

The Parliamentary year of 1906 is notable in having been 
the most prolific in legislation since the year 1900, a year which, 
like 1906, was marked by an autumn session; but, though they 
placed many Acts on the Statute-book, the Government did not 
succeed in carrying their most important measure, the KducaiioJi 
Bill. 

We have not yet had a proper Liberal Budget, that of last 
spring having been, for the most part, taken ov(*r from the out- 
going Conservative Government. 

In reviewing the legislation itself, we will deal first with 
I. Acts apjAicablc to the Empire at large. — With regard to 
matters of finance, the estimated revenue tor the year was 
il44,8fi0,00(), and the estimated expenditure £141,786,000. 
According to tlie Appropriation Act (6 Edw. 7, c. 26), the Navy 
was to cost millions sterling, a reduction of 1| millions from 
the ]>revious yc'ar; and of this total the shipbuilding programme 
was estimated to cost £6,800,000; 33 millions was granted foi 
the Army, with 3 millions, in addition, for the Ordnance fac- 
tories. The cost of the Army has not been decreased, in spite 
of the fact that the Army Annual Act (c. 2) provides for an estab- 
lishment of 204,000 men — 17,000 fewer than last year. The 
grant for Education shows an increase of £1,000,000, being now 
£17,000,000. 

Undnr the Public Works Loans Act (c. 29) grants for various 
public works were authorised up to £4,000,000. 

Among the Acts not of a financial character were the Wireless 
Telegraphy Act (c. 13), which continued the operation of the 
Act of 1904, until the end of the year 1909, and the Marine In- 
surance Act (c. 41), in which the law relating to marine insurance 
has been codified and previous enactments repealed. 

I 2 
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li. Of the measures applicable to the United Kingdom, the 
Finance Act (c. 8) did not contain any novel feature. The duty 
on tea was again reduced, from 6d. to 5d. per lb. ; the increased 
duty of *Sd, per lb. on stripped tobacco, imposed in 1904, was 
reduced to J(i. per lb., and the export duty of Is, per ton on coal, 
imposed, in 1901, was abolished. The income tax remains at Is, 
The amount of the annual charge for the National Debt under 
the Sinking Fimd Act, 1875, which in 1905 was raised from 
j£27 ,000,000 to £28,000,000, was raised, for the current year, by 
another £500,000. Among the duties imposed by the Revenue 
Act (c. 20) may be noticed one of £1 payable on a licence to be 
taken out annually by a Manufacturer for sale of British wines or 
sweets. 

The law governing alkali wnrks and works of a kindred 
nature has been codified and amended by the Alkali, dc,^ Works 
Regulation Act (c. 14); any expense incurred by a sanitary 
authority under the Act shall be defrayed as generiil expenses 
incurred by the authority in execution of the Bublic Health Act. 

All Act of considerable importance is the Prerention of (Cor- 
ruption Act (c. 34), which caiiK' iTito opcu’alion on January 1st. 
Tt imposes a maximum pimisliment of two years luird labour, or 
a fine of £500, upon any agent wdio corruptly accepts or agrees 
to accept or attempts to obtain for himself or for any otluT person 
any gift or consideration, as an inducement or ixwvard for doing 
or forbearing to do, or for having, after the passing of the Act, 
done, or forborne to do, any act in relation to his principal’s 
affairs or business, or for showing or forbearing to show favour 
or disfavour to any person in relation to his principal’s affairs 
or business. The like penalty attaches to tlie person who cor- 
ruptly gives, or agrees to give, or offers any such gift or considera- 
tion to an agent, or wdio knowingly gives to an agent any errone- 
ous receipt, or account, or other document with intent to deceive 
the principal. The wording of the Act itself is of importance ; 
“agent” includes any person employed by, or acting for, an- 
other, and “ principal ” includes an employer. The word “cor- 
ruptly” would seem in effect to mean “secretly.” 

The Bills of Exchange {Crossed Cheques) Act (c. 17) deals 
with a decision of the High Court uix>n a question of considerable 
importance to bankers. Following the jirinciple of Akrokerri 
(Atlantic) Mines, Ltd,, v. Economic Bank [1901], 2 K.B., 465, it 
is provided that where the customer of a bank delivers to the 
banker for collection a crossed cheque to which he has no title, 
the fact that the banker credits the Customer in the bank ledger 



1907] THE ECONOMIC LEGISLATION OF THE YEAB 3906 317 

with the amount of the cheque before it is cleared does not 
deprive the banker of the protection afforded by s. 82 of the Bills 
of Exchange Act, 1882. In other words, the mere fact that a 
banker credits a customer with the amount of a cheque, does not 
make the banker holder of that cheque on his own account. If, 
on the other hand, it did make him holder, on his account, and 
the customer had had no title to the cheque, the bankhr would 
be liable to the true owner. 

Thc‘. objectV)f the Ground Game (Amendment) Act (c. 21) is 
to prevent the suspension, between August 31st and December 
11th, of. the right under the Ground Game Act, 1880, of the 
occupier of unenclosed hill lands to kill and take ground game 
from operating to the undue prejudice of the occupier. The Act 
gives ^tho joint right to the owner and the occupier between 
August 31st (as originally proposed it was March 31st) and 
December 11th, while maintaining the object of the suspension 
so far as to prohibit the use by the occupier of firearms during 
that period. The Act also enal)lcs agreements to be made cither 
for keeping down the ground game or for killing and disposing 
of marketable ground game during the same period for thc^ joint 
benefit of owner and occupier. The owikm’ or shooting tenant, 
on the one hand, and tlu^ occupicT, on tlie other hand, will be 
each prevented from accumulating rabbits to the detriment of 
the agricultural value, by tlu^ powan of the other to kill at pleasure. 

Under the Musical Copyright Act (c. 3G) a court of summary 
jurisdiction may in certain cases grant search warrants to the 
police to forcibly enter upon premises and seize “pirated’' 
music. 

Another Act of considerable importance is the Trade Disputes 
Act (c. 17). It further amends (he law of conspiracy in the case 
of trade dis]>utes by enacting that an act which, if done by one 
person, wnuld not be “actionable,” shall not be “actionable” 
by reason of it being doru^, by two or more persons in combination. 
It legalises peaceful picketing in contemplation or furtherance of 
a trade dispute. It removes the liability that a person hitherto 
was under who induced some other person to break a contract 
of employment, or who interfered with the business of some 
other person, or with his right to dis]iosc of his capital or his 
labour as ho wills. And every action of tort against a trade 
union, its officials, or members, is prohibited. The history of 
this Act is recent and well knowiU; it was passed to remove from 
trades unions that liability under which they were supposed to 
be placed by the Taff Ea/c, decision. 



118 THE ECONOMIC JOURNAL [MARCH 

T]be Merchant Shipping Act (c. 48) amends the previous 
Merchant Shipping Acts in certain matters. The British load 
line provisions are applied to all foreign * ships wdiile they are 
within any port in the United Kingdom. The existing power 
of detaining foreign ships which are unsafe through being over- 
loaded is extended to ships which are unsafe through defective 
equipment, and the law affecting the loading of British grain 
ships is extended to foreign grain ships arriving at a port in the 
United Kingdom. 

Other matters dealt with by the Act are passenger and 
emigrant ships, seamen’s food, and the relief and rc'patriation 
of distr(3ssed seamen, and seamen left behind abroad, changes 
being made in the earlier Acts on all these points so as to adapt 
them to modern requirements. 

It is also interesting to see that the period of service required 
as a qualification for the rating of “ A.B.” has been reduced 
from four years to “ three years before the mast.” 

Another Act of great importance is the Census of Production 
Act (c. 49), under which a census of production will be taken in 
1908, and subsequently at such intervals as the Board of Trade 
shall determine. Ev(iry person carrying on a trade or business 
as mentioned in the Act will have at each census to make a 
return to the Board of Trade giving details of his business, the 
output, the number of working days, the number of persons 
employed, the power used or generated, &c., but not the amount 
of wages. 

The Notice of Accidents Act (c. 53) carric-s 'Out, as far as 
regards mines and factories, certain recomriK^ndations contained 
in the Eeix)rt of the Dcj)artmenta] Committee a])pointed in 1901 
to inquire into the notification of industrial accidents. As regards 
mines, the chief effect of the Act is to make more definite the 
existing requirements as to rejx)rting accidents causing serious 
personal injury, and, by requiring annual returns of accidents, 
to bring a much larger number of accidents under the notice of 
the Board of Trade. As regards factories, an alttiration is made 
in the period of disablement, which makes an accident report- 
able ; in the case of special classes of accidents reportable to 
both the certifying surgeon and the inspector, the ptniod now is 
one day’s absence j'^whenever the absence occurs, instead of five 
hours on one day in the three days following the accident; and, 
in the case of accidents repoT-table only to the inspector, the 
period is now, under the Act, seven days’ absence, though at 
first it was sought to make a fourteep days’ absence necessary. 
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The new Workmen's Compensation Act (c. 58) repeal^ the 
previous Acts of 1897 and 1900. This is mainly a codifying 
measure, but does also enact new law. The great difference 
between the new Act and the old ones is that, while they applied 
only to workmen employed on or in a railway, fact6ry, mine, 
quarry, engineering work, certain buildings exceeding thirty feet 
in height, and in agriculture, the new Act applies to “any” 
employment, including domestic and outdoor service, and sea- 
men. Compel! sat ion can also be obtained under the Act in 
respect of “industrial diseases,” in addition to “accidents.”* 
Provision is made for the appointment of medical referees and 
arbitration for the purposes of the Act, and employers of labour 
are to make annual returns specifying the instances and the 
amounts, in cases where they have paid compensation during the 
past year. The Act comes into operation on July 1st, 1907, and it 
is already giving rise to a new class of life and accident assur- 
ances. 

ni. Of th(‘ Acts relating to Great Britain alone', the only one 
which need be; mentioned here is the Agricultural Holdings Act 
(c. 56). The object of the Act is to amend the former Agricultural 
Holdings Acts, so as to provide the tenant farmer more security 
foit his capital, and greater freedom to apply money and skill 
in the most profitable way to his work. The chief additions or 
modifications arc : — (i.) Compensation to an outgoing tenant of 
such an amount as represents the value of his improvements to 
the incoming tenant ; (ii.) compensation for damage done to 
crops by game; (iii.) compensation for “ unreasonable ” disturb- 
anc(^ ; (iv.) freedom of method of crop})ing arable lands, and 
of disj)osing of crops, provided that the holding is not allowed 
to deteriorate. 

The original proposal to appoint official agricultural arbitrators 
with local jurisdiction to decide all matters in dispute between 
landlord and tenant did not in the end materialise. 

The Act comes into operation on January 1st, 1909. 

IV. Among the Acts relating to England and Ireland, the 
Open Spaces Act (c. 25) should be mentioned. 

The various enactments relating to open spaces which were 
framed primarily with reference to London, but have been sub- 
sequently extended with modifications to the rest of the country, 
were in a vc^y confustul condition. The object of the Open 
Spaces Act, 1906, is to consolidate these enactments, without 
making, any important alteration of law. The scheme of the 
Act is to enable all open. spaces and disused burial grounds, no 
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matter in whom they are vested, to be transferred to the local 
authorities to be held upon trust. The local authorities are to 
maintain the open spaces and disused burial grounds taken over 
by them, ^ and may make bye-laws, and, if necessary, provide for 
their expenses by borrowing. The provision in the Disused 
Burial Grounds Act, 1884, that no building shall be allowed on 
such a burial ground save the extension of a church or chapel, a 
provision which came under the consideration of the House of 
Lords in the recent case of Boyce v. The Paddington Borough 
Council, is in no way affected by the new Act. 

V. Two Acts apply to England and Wales alone — the Public 
Trustee Act (c. 55) and the Education (Provision of Meals) Act 
(c. 57). The former Act, which comes into operation in 1908, 
is of considerable importance ; it establishes for the first time 
the office of a public trustee, who is a corporation sole with 
general power to act in the administration of estates of small 
value, to act as a “ custodian ” trustee, or as an ordinary trustee, 
or to bo appointed to be a judicial trustee. He may act alone 
or jointly, and shall have the same 2 >owcrs, duties, nnd liabilities 
as a private trustee acting in the same capacity. The expression 
“custodian” trustee requires some explanation; the public 
trustee may, with his consent, be appointed custodian trustee 
of any trust, either by (a) the court, (h) by a testator, settler, 
or other creator of any trust, or (c) by any pt'rson having jxiwcr 
to appoint new trustees of a trust. The trust property shall 
thereupon be transferred to the custodian trustee, while the 
management of the property and the axcrcise of any power 
or discretion remains* vested in the trustees other than the 
custodian trustee. The custodian trustee is to have custody of 
all securities and documents of title relating to the trust pro- 
perty. 

As an ordinary trustee, the public trustee may be appointed 
to be trustee of any will or settlement in the same manner as if 
he were a private trustee. 

The consolidated fund of the United Kingdom is to be liable 
for all the liabilities of the public trustee ; he is to be appointed 
by the Lord Chancellor, with a staff of officers, and he is to 
charge sufficient fees for his services so as to render his office 
self-supporting. 

The same Act contains important provisions for the investiga- 
tion and auditing of the accounts of any trust, on the applica- 
tion of any trustee or beneficiary. 

By the Education (Provision of Meals) Act (c. 57)* a local 
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education authority may take such steps as they think fit for 
the provision of meals for children attending any public 
elementary school in their “ area.” There shall be charged 
to the parent of every child in respect of every meal, furnished 
to that child ” such an amount as may be determined by the 
local education authority.” Where the parents cannot pay, tlu' 
authority may supply the cost of meals out of the rates, when 
any of the children are “unable, by reason of lack of food, to 
take full advantage of the education provided ’for them.” 

VI. Two A(*ts apply to Scotland only. By the EducafAon of* 
Defective Children (Scotland) Act (c. 10), school boards in Scot- 
land have power to make special provisions for the education, 
medical inspection, and conveyance to and from school of 
“epileptic,” or crippled, or “defective” children between five 
and sixteen years of age, and to defray the cost thereof out of 
the school fund. The expression “epileptic children” means 
children who, not being idiots or imbeciles, are unfit, by reason 
of severe opile])sy, to attend the ordinary schools ; and “ defective 
children ” means those who, not being imbecile, and not being 
merely dull or backward, are, by reason of mental or physical 
defect, incapable of receiving proper benefit from the instruction 
given in the ordinary schools. The Fatal Accidents and Sudden 
Deaths Inquiry (Scotland) Act (c. 35) amends the law as to in- 
quiries into fatal accidents, and makes further provision for 
inquiry into sudden and suspicious deaths in Scotland. The 
sheriff’s jury are required to set forth in their verdict uj^on an 
inquiry into €ases of accidental death, thi'. precautions by wdiich 
the death might have been avoided, and other facts disclosed 
by the evidence which, in their opinion, are relevant to the 
inquiry. 

Also, provision is made that in case of every sudden or sus- 
picious death in Scotland, an inquiry shall be conducted as pub- 
licly as though it had been caused through an accident. 

VII. There have been several Acts dealing with Ireland 
alone, of which the most important are the Labourers (Ireland) 
Act (c. 37) and the Town Tenants (Ireland) Act (c. 54). The 
former Act extends the provisions of the existing “Labourers 
Acts ’ ’ with regard to the provision of accommodation for labourers 
on estates, by giving further powers with this object to the 
district councils under the Local Government Board. The Act 
further provides for the application of a portion of the Ireland 
Development Grant and the Irish Land Purchase, and other funds 
for the same purposes ; in each year the district councils are to 
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forward returns to the Local Government Board, giving par- 
ticulars of the number of cottages and allotments provided under 
the Labourers Acts, the rents reserved, the number of cottages 
or allotments unoccupied, and the number of cases and the total 
amounts where rents are in arrear. 

The other Act was passed to improve the position of tenants 
in urban districts, towns, and villages in Ireland. Such a tenant 
on quitting his holding may claim compensation for improve- 
ments made by him or his predecessors in title/ He is also 
entitled to compensation for the loss of goodwill and the expense 
of removal, where the landlord “unreasonably*’ terminates or 
refuses to grant a renewal of the tenancy, or demands an increase 
of rent as the result of improvements effected by the tenant. 

VIll. The last Act to be noticed is the Isle of Man (Customs) 
Act (c. 18), which reduces the additional export and import duty 
on tea imposed by the Isle of Man (Customs) Act, 1900, to Id. 
a lb. The additional export and import duties on tobacco, spirits, 
ale, and beer imposed by the same Act are continued for another 
year. 

MoiNTACiUE Barlow 


The State and Small Holdings. 

Before this article appears in print we shall know whether 
or not the King’s Speech contains any 2 )roniise of Small Holding 
legislation during the coming session, but, if not, it cannot be 
long delayed. Public interest is now so fhoroughTy aroused as 
to the importance of this phase of the Land (Question, and the 
Departmental Committee’s Eeport issued at the close of the year 
will materially strengthen the hands of those practical politicians 
who desire to fulfil their election pledges in this particular. 

The Committee, with one exception— Mr. Jesse Collings— 
have come to a unanimous report, and, in comparison with the 
report of a similar committee which sat in 1890, it marks great 
progress towards the hoped-for goal of free and easy access to 
the soil by all those who desire and know how to cultivate it. 

As Mr. Jesse Collings will doubtless have a considerable follow- 
ing in the country, it may be as well to consider his position in 
some detail before passing on to the Committee’s report and to 
the legislation therein proposed. All those who have read Mr. 
Jesse Collings’ most interesting book on the Land Question, 
or who, like myself, know something of his many years’ devotion 
to the Allotments Question (in my pari of the country we first 
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succeeded in securing allotments of charity land after a personal 
visit from Mr. Ceilings), will, I am sure, differ from him with 
considerable regret. • Up to a certain point, however, we go 
together. Mr. Ceilings says in his separate report 

“ To the third and chief recommendation of the Committee I 
have an objection that I cannot overcome. I regard it as a retro- 
grade step. . . . The proposal is, that in addition to the ex'peri mental 
action of the new Central Department State loans should be granted 
to private lanSowners for the provision and equipfnent of small hold- 
ings throughout the country, such loans to be at the lowest rate oi 
interest possible without loss to the Treasury.’' 

I should hardly call this the “ chief” rc‘Commcndation of the 
Committee, but so far I am entirely with Mr, Ceilings that it is 
impossible to overcome the objection to any further pro))osal3 
to lend money to private landowners. We have tried this system 
for other purposes, and it has signally failed to accomplish the 
obj('>ct we had in view. It would, in my judgment, fail in this 
instance. If it is good to have small holdings, and if they can 
be worked, as wc contend they can, upon a satisfactory economic 
basis, then let the State representing the nation, or the local 
authority representing the people of the district, provide them, 
and let the good or ill which may accrue be shared in some 
degree by all. At any rate, if this method of advancing money 
to landowners for the purpose of developing small holdings is 
urged by Parliamentarians, let it take its place, not as a chief 
corner-stone of legislation, but as quite supplementary to the 
main structure. 

It is from this stage I part company with Mr. Jesse Collings. 
The Committee recommend that legislation should further 
strengthen the hands of local authorities, that a central authority 
should also be set up, to both of which proposals there appears 
to be a general agreement. But Mr. Collings stands out and 
says: ‘'With those recommendations, so far as they go, I am 
in agreement, though I consider they arc quite inadequate to 
meet the requirements of the case and then he launches his 
scheme of “occupying ownership,” as detailed in his recently 
published book and in the Bill which he had before Parliament 
last session. Ireland is freely quoted as an example of what 
can be done by the aid of State loans in creating peasant pro- 
prietors, where tenants who are occupiers, by an annual pay- 
ment of less than their present annual rents, can in sixty-eight 
and a, half years become the owners of the freehold. But is it 
practicable or, even if .practicable, is it wise to legislate for 
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England on Irish lines? I think not. In most cases the Irish 
tenant and his father before him have been in possession of 
their present holdings, and the buildings, such as they are, have 
been erected by them, and they have created the tenant-right. 
That is not so with the small holders we propose to recreate in 
England; and the evidence, so far as it has been obtained from 
would-be tenants in England, is in the main favourable to fixity 
of tenure at fair rents. Mr, Ceilings complains that the Com- 
mittee received no evidence from the men themselves as to 
purchase or hire. It is true, I believe, that only one small 
bolder from Cheshire gave evidence before the Committee, but 
I venture to think his evidence was representative ; it certainly 
is what would have been said by our Lincolnshire tenants. Mr. 
Yerburgh interrogated the small holder as follows * 

Do you think you would have done better as a small freeholder 
than you have done as a tenant? — Witness: Not so long as one has 
a good landlord. 

You think that given a good landlord tenancy is better than free- 
hold? — I fancy so. 

1 suppose if a man has a tenancy he is more free to take advantage 
of any opportunity that occurs to take a larger holding if ho prospers? 
— Yes; the landlord generally gives him the chance.” 

And so a tenant has a better chance of rising in the scale? Yes. 

Going back twenty-five yc'ars to the Royal Commission on 
Agriculture (1882), I find this question of ))easant proprietorship 
was carefully studied and reported upon. The Commission “ did 
not recommend artificial stimidation of a, system which they 
, regarded as ill adapted to the habits of the people or to the 
condition of agriculture in this country”; but more forcible 
than that expression of opinion are the hard facts of cxperienc(\ 
In the middle of the last century unsuccessful attempts were 
made to establish peasant proprietors in Oxfordshire, Gloucester- 
shire, and Worcestershire. Then, so recently as 1885, we had 
Lord Wantage’s failure in Carnbs and Essex, and several partial 
failures such as the Methwold Colony in the part of Norfolk I 
have the honour to represent in Parliament. Mr. Jesse Cojlings 
may say these schemes have not had all the advantages of 
cheap money. But some of them have. The Small Farms and 
Labourers’ Land Company in their report for 1889 say : “The 
directors have been somewhat disappointed in finding so few 
in a position, or with a desire, to purchase small holdings even 
on the very easy terms of repayment by instalments offered by 
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the Company/’ Some of the reasons given for this preference 
for renting rather than purchase are : — 

“ (1) Once a man has invested his money in a small holding he 
loses the opportunity of removing himself and his capital'to a larger 
farm where he might be able to make increasing profits. (2) Men 
prefer to utilise every penny of their capital in stocking their hold- 
ings. (3) Difficulties that would probably arise on the cleath of a 
small freeholder with the family if all his property consisted of a 
small freehold.” 

These undoubtedly are real preferences which are almost 
universally felt amongst the hundreds of would-be small holders 
whom it has been my privilege to interview during my chairman- 
ship of the Lincolnshire and JSorfolk Small Holdings Associations. 
No proposals of Mr. Collings’ that a man may become absolute 
owner in sixty-eight and a half years of ten acres of land can 
be put in the scale against the opportunity to increase his occupa- 
tion, as a tenant at a fair rent, every now and then until it 
reaches fifty to seventy or more acres in extent, especially if 
a house and buildings is provided and included in the rental. 
But when all is said and done, and with this I leave Mr. Collings, 
the Departmental Committee in their Report do meet him a 
considerable way, for they say : '' Whilst recognising the ad- 
vantage that small holders should become freeholders, in view 
of the great body of evidence in support of the contention that 
many prefer tenancy, the Committee would leave it optional to 
the Board {Le., the new central authority) to act in accordance 
with the particular circumstances of each locality.’’ 

To return to the main report. The heart of it is this : “ That 
any new scheme cannot be applied generally to the whole country, 
but must be both elastic and vary with the circumstances of each 
district.” So far as the Act of 1892 is concerned, “most of 
the County Councils, beyond appointing a Committee, have done 
nothing more.” This Committee should have considered whether 
the circumstances of the county justified the Council in putting 
the Act into operation, instead of which the Committees waited 
until applications reached them for specific land in a specific 
district. In this the Departmental Committee think County 
Councils have misconstrued the intention of the Act. But they 
do not hesitate to say (par. 48) that in the three counties where 
th<ft Act has been put into successful operation “it has clearly 
been due to the public spirit and enthusiasm of one or more 
members of the Council ’ ’ ; and then follows this significant 
sentence : “ It may not be unfair to suppose that, had the matter 
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been jandertaken by some one member of many other County 
Councils, results not less satisfactory might have been attained 
elsewhere.” Exactly so I It has been the administrators rather 
than the luw itself which has failed, and therefore, whilst giving 
the County Council a further opportunity, by amending the Act 
of 1892 in certain particulars, especially by giving them greater 
powers of hiring land (at present County Councils can only 
hire in cases whe^e through its proximity to a town its suitability 
for building purposes, or any other special reasons, the land has 
“a prospective value — in all other cases it must be purchased), the 
Departmental Committee boldly say : “Any further development 
of the division of land into small holdings must be taken by a 
central rather than a local authority, and experiments (an un- 
fortunate term) so conducted shall fall on the taxes rather than 
the rates, and further the central authority should have com- 
pulsory |X)wers of purchase.” 

This is the declaration of policy we have been hoping for, 
and, in my judgment, it is worth all the other recommendations 
put together. I do not like the suggestion that it should be an 
” experiment,” because I think we have got beyond the experi- 
mental stage ; but if the Board of Agriculture is given real power 
to appoint Small Holdings Commissioners with adequate public 
funds at their disposal, and with the assistance of local com- 
mittees — such as they have in New Zealand, where the adminis- 
tration of land sub-division is carried out by means of local 
boards (ten districts with six men in each district paid out-of- 
pocket expenses, with ^ the Crown Commissioner as chairman), 
then I am sure the movement will be far-reaching, because 
Parliament itself wall directly control the undertaking, and the 
people’s representatives will not rest content with mere exfieri- 
rnents when they see how successfully these Commissioners and 
local committees are doing their work. 

I have only just space left to note one grave omission in the 
report. There is no recommendation that land taken com- 
pulsorily should be at its fair market value. Under the existing 
law land taken compulsorily for allotment purposes has to be 
purchased at 10 per cent, above its market value, plus, of course, 
the expenses of putting the compulsory machinery into opera- 
tion — i,e., valuations, arbitrations, &c. Thus the first land I 
was instrumental in securing under the compulsory clauses of 
the Allotment Act was worth in the open market about £50 an 
acre, but by the time we got the men in possession they were 
saddled with 84s. per acre rent, and they have paid that rent 
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for the last fifteen years. We must safeguard small holders of 
the future against such excessive rents by giving the landowner 
a fair market price and no more. If we do that, we can put 
houses and buildings on the land, let the holdings at fair, 
economic rents, and certainly in the part of the country I know 
best quickly re-populate our agricultural parishes with small 
cultivators living under the wing of the State with such con- 
ditions of tenure that none can make them afraid. 

K. WlNPEKY 


Bubal Housing. 

Report from the Select Committee on Housing of the Working 
Classes Acts Amendment Bill. Price Is. 

The recently published report on “ housing ” in rural districts 
will be found full of interest and full of instruction. It reveals 
the fact, with which many persons have long been familiar, that 
the problem of how to provide healthy dwellings for the working 
classes in the country demands a solution as urgently as — perhaps 
more urgently than—it does in the town. Conditions and diffi- 
culties may differ, but the central truth, that the vital capital of 
the nation is being destroyed by overcrowded and insanitary 
tenements, holds good in either case. We have here pictures 
of cottages containing only two rooms, and differing hardly at 
all from the hovels in the West of Ireland; we are told how 
the rain drips through’ the rotted roof, how the only water-supply 
is a dip-hole by the road, how there is no pretence of drainage 
outside, and how, inside, the windows are not made to open- 
in short, wo learn that human beings are living amid circum- 
stances to which we should be ashamed to expose our horses and 
our cattle. 

The Committee are concerned with two distinct problems. 
In the first place, they are anxious to discover how, in the face 
of sanitary laws and inspectors of nuisances, the present de- 
plorable state of affairs has been allowed to continue. Secondly, 
they endeavour to ascertain the causes which militate against an 
adequate provision of healthy dwellings. The remedies suggested 
fall into corresponding divisions, and turn on proposals to control 
individual enterprise, on the one hand, and to supplement in- 
dividual enterprise on the other. As usually happens, evils are 
easier to explain than to cure. 

The Committee experience little difficulty in discovering the 
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reaso^ji of the continued existence of cottages which have long 
since merited condemnation. The insanitary and, indeed, de- 
plorable condition of much of the existing cottage property at the 
present moment,” they write, ‘'must be attributed to the per- 
functory administration of the ample powers those authorities 
possess under the Sanitary Acts and Part II. of the Housing Act. 
Some witnesses have told the Committee that there is practically 
no inspection in, rural districts, others that more inspection is 
needed. To such lengths has non-administration gone that many 
'witnesses have lost all faith in this branch of local government.” 

The rural district council is the sanitary authority , -and the 
area of a rural district is small. The members are too intimately 
connected with the neighbourhood or too directly interested in 
land and housing to act with vigour and justice. They are often 
ignorant, frequently prejudiced, sometimes benevolent, but rarely 
far-sighted. To one thing alone they hold fast — the power to 
control the action of their officers. If the appointment of the 
sanitary officers is made with the consent of the Local Govern- 
ment Board, the latter pay half the salary, but their consent is 
necessary in the event of dismissal. To this condition very few 
councils have agreed ; they prefer to pay the whole salary them- 
selves. 

In consequence, the salary is low, and good men willing to 
devote their whole time to the w^ork cannot be obtained. The 
medical officer retains his private practice, and naturally is un- 
willing to condemn the cottage property of his patients. The 
inspector of nuisances, is also the road surveyor, and the good 
condition of the road excites much more general interest than 
the good condition of the labourer’s cottage. Further, he is 
particularly careful “to avoid friction with the appointing 
authority,” who may also dismiss him, and hesitates to deal 
drastically with nuisances for fear of himself becoming one. 

The Committee feel “that if any real im 2 :>rovemeht is to be 
effected it can only be by drastic change in the character and 
administration of the law.” They therefore propose “that the 
administration of the Public Health Law should be transferred 
to the County Council.” They rightly assert that the larger body 
obtains better and less self-interested members, can afford to 
pay larger salaries, and so attract into its service more com- 
petent officers. 

They next suggest that “ every house and tenement in rural 
districts of a certain specified value (which might be not more 
than £20 a year if let as one house, or of an equivalent value 
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if let as tenements) should be entered in a register.’* ^The 
register will contain particulars as to number of rooms and occu- 
pants, area of site, water-supply, state of repair, and the like. 

The suggestion is admirable, and should certainly be adopted. 
Taking into account the various requirements needed in a healthy 
home, it would not be difficult to arrive at a figure which should 
stand as a sort of ‘ ‘ health factor ’ ’ for the county , so far as 
housing is concc^rned. The Local Governmcuit Eqai-d should make 
a variable grant to the councils ; this grant should increase if the 
“ health factor ” increased, and decrease if the “ health factor ” 
decreased.' With a “health factor” for houses might easily 
be combined “health factor” dependent on general mortality 
and, in particular, infant mortality. If this proposal were added 
to the pro}:K3sal of the Committee, the value of the effect would 
b(j enormously enhanced. Nothing appeals to a local authority 
like the possibility of earning an increased grant — witness the 
persistent practice, prevalent among the old School Boards in 
the Midlands, of teaching navigation in the elementary schools 
as long as a high grant was attached to that subject. 

The second problem which exercisiul the attention of the Com- 
mittee is concerned with the dearth of dwellings and with pro- 
posals for meeting this house famine. The reason for the famine 
is obvious. The Committee make it perfectly clear that in agri- 
cultural districts the labourer, at his presiuit wages, cannot affoid 
to pay a nuit sufliciently large to make the building of cottages 
a remunerative undertaking. In the more remote districts two 
shillings a week appeardi to be as much as^he could be expected 
to give ; and cottages cannot be built on such terms. The result 
is obvious ; when cottages fall into disrepair, it is more economical 
to let them fall into ruins than to set in hand extensive altera- 
tions. Old cottages then become uninhabitable, and no one is 
anxious to erect new ones. The famine therefore steadily in- 
creases in severity. 

The Cornmittcic make various proposals which in the main 
turn on the provision of cottages by the local authorities. First, 
land must be bought as cheaply as possible, and no fancy prices 
paid. The authority must therefore have power to buy land 
at a sum determined by the rateable value of the property. Next, 
building must be done as cheaply as possible, and the larger body 
of the county council is more likely to secure this end than a 
number of district councils. The administration of the Housing 
Law “ should be transferred to the county council, leaving, how- 
ever, to the rural district .council the power to exercise, if it 
No. 65.— VOL. XVII. K 
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thinks fit, Part III. of the Housing Act of 1890, concurrently 
with the county council.’* 

But even under these conditions there will be some loss on 
the undertaking. After making assumptions as to cost, which 
certainly en’ on the side of minimising the expense rather than 
exaggerating it, the Committee calculate that the annual loss 
per 10,000 cottages built at J£200 (including land) on loans repay- 
able in sixty years at 3 per cent, would be about £32,000 a year. 
Other figures on other assumptions are also given. The Com- 
mittee suggest that to necessitous areas grants should be made 
from imperial taxation. 

To criticise the calculations is not possible, since many of the 
details are omitted. But there is no need to do so, as the one 
factor of importance is not affected. Under any assumptions as 
to cost of building, the provision of cottages cannot be placed 
on a remunerative basis ; the wage of the labourer will liot allow 
of the payment of the rent required. There must therefore be 
a grant in aid of wages. Further, if local authorities provide 
cottages at less than cost price, and if in addition they stringently 
enforce the sanitary regulations, private individuals will in course 
of time cease to be the owners of tenements leased to the work- 
ing classes, who will therefore be lodged in accommodation sup-‘ 
plied by the county councils. 

There can be no doubt that this proposal of the Committee 
will meet with considerable criticism. Those who believe that 
the final word on the question of a rate in aid of wages was 
spoken by the Poor Law Commission of 1830 will certainly con- 
demn it outright, bn the other hand, we should do well to 
remember that if the proposal involves a rate in aid of wages, 
it also implies a rate in aid of health ; and if we must choose 
between racial deterioration and racial amelioration coupled with 
a rate in aid of wages, there can be little question of the choice 
the saner members of the community will make. 

There is, however, a third alternative, not mentioned by the 
Committee, but worthy of the most sober consideration. To the 
present writer the facts revealed in this report supply an un- 
answerable argument in favour of a national minimum wage — in 
other words, the State must say that if a man is to be employed 
at all, he must be paid a wage, varying with the locality, which 
will put within his reach the necessaries of a healthy existence » 
While the proposals of the Committee should be adopted as a 
temporary expedient, we must not reconcile ourselves, for all 
time, to a type of social organisation in which a large portion 
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of the population cannot attain to the full measure of a ijian's 
strength without drawing on resources other than those of his 
own energy and the work of his own doing. 

Begin ALD A; Bray 


The Beport of the Viceregal Commission on the Irish 

Poor Law. 

The Viceregal Cornmission, whose report was presented in 
October,- 1906, consisted of three members — Mr. W. L. Micks, 
one of the Commissioners of the Local Government Board (chair- 
man) ; Dr. E. Coey Bigger, one of the Medical Inspectors of the 
Local Government Board; and Mr. George Murnaghan, M.P. 
for Tyrone (Mid). They visited all parts of Ireland to inspect 
workhouses and examine witnesses (713) on the spot, and 
invited all persons interested in poor relief to put their views 
before them. They recommend a complete reconstruction of 
the system of jxior relief. At present all classes are brought 
together in one W'orkhouse for each union. They recommend 
that this system of aggregation should cx3ase, and that workhouse 
inmates should be aegregated according to their condition — that 
is, in place of the 159 workhouses for all classes, the sick should 
be treated in hospitals (159) ; the infirm and aged in almshouses 
(32) ; the lunatics in asylums ; the infants with their mothers in 
“nurseries” (17); the vagrants, casuals, and adults of bad 
character in Ifibour houses (4). 

The Sick . — On March 11th, 1905, there were 14,491 sick 
persons in workhouse infirmaries and fever hospitals, but of these 
not more than 6,708 were acute cases requiring medical care or 
skilled nursing. The remainder, in the opinion of the Com- 
missioners, should be classed as infirm, and maintained in alms- 
houses, along with the aged. But, in addition to the 159 work- 
houses and fever hospitals, there are 34 county infirmaries and 
14 county fever hospitals. These are outside of the Poor Law 
Administration, but are supported in part from public funds — 
the county rate. They are much superior to the workhouse 
hospitals, but vary a good deal, some being almost on the level 
of modern and well-equipped surgical hospitals. It is proposed 
that all these hospitals should form one system arranged on a 
county basis. The county infirmaries should be fully equipped 
for the most serious cases, medical and surgical. The workhouse 
hospitals should be maintained in numbers as at present, equipped 
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accor,ding to a uniform standard, and called district hospitals. 
Each district hosj)ital should be managed by a comrnittee ap- 
pointed by the guardians of the union, partly from their own 
number, 'and partly from resident ratepayers. The county hos- 
[)ital should be managed by a committee consisting of all the 
members of the committees of district hospitals in the county, 
with the addition of, say, nine members [ippointed by the county 
council. 

The Commissioners rt'commend that about twelve sanatoria 
for consumptives should be established, to be managed by com- 
mittees rc'presentative of the county committees ; also that a 
few cottage hospitals should be (‘stablisluul in ])laces nnnote 
from any district hospital, and that by a system of district nurses 
maintained by the eo-operadion of private^ and public bodies the 
poor in every district should have the benelit of skill(>d nursing 
in their own homes. In ordcu* to ensure the ap])ointment of 
fully-qualified nu'dical officers, and to give them an opportunity 
of advancement in their profession, the Commissioners n^uom- 
mend that the medical officers should fornual into a State 
medical service^ to which entrance should be by comjietitive 
examination open only to men educated in Ireland, Ajipoint- 
merits to all hospitals should be made' from the members of this 
State service, by a medical council of four rc'presentative Irish 
surgeons and physicians, along with the nualical commissioner 
of the Local Government Board. The power of appointnumt 
being thus withdrawn from th(‘ Guardians, the Commissioners 
recommend that the whok^ of the salaries of tlu^ fnedieal officers 
should be paid out of the cxch(xpier instc'ad of half , as at |)res(int 
— involving an additional grant of TG7,113 per annum. 

Lunatics , — On March llth, 1905, tliere were 3,165 insane 
persons dedained in Irish workhousc's. ddu‘y are kept in separate 
wards, but no spiecial trtaitment is provided for them. 

Under the Local Government Act, 1898, an aaixiliary asylum 
has been set up at Youghal, County Cork, with satisfactory 
results. The Commissioners are of opinion that harmless 
lunatics can be properly cared for in establishments fitted up 
and staffed on a much less expensive scale than the district 
lunatic asylums, and accordingly recommend that harmless 
lunatics should be maintained in auxiliary asylums, managed 
by a committee representative of the county committees, wdiich 
may be united for this purjxiBe. 

Sane Epileptics . — On March llth, 1905, there were. 463 sane 
epileptics in workhouses, and of these 131 were kept in lunatic 
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wards. These ought to be kept in a separate institution, and 
it is r(H.‘.ommendcd that two disused workhouses should Idc re- 
s(.‘rved for this purpose, and that a i)ayinent of 2s. per heo.d 
Bliould ])c mad(^ from the ExclKKjucr towards their inaint^uiance. 

The Infirm or Aged . — On March 11th, 1905, there were 

11.380 persons classed as aged and infirm in workhouses, and 
29,951 ])orsons “disabled by old age or infirmity,’’ with 5,147 
dependents, received outdoor relief, ddie Commissioners recom- 
mend that persons who arc infirm, whetluu from old age, bodily 
weakness, or chronic sickness, should be maintained in alms- 
houses, one for each county. The number to be provided for 
in this w’ay on the basis of the figures already given WTJuld be 

14.380 aged and infirm, and 7,012 tium classed as “sick,’’ and 
th(U*e WTiuld also be sonu^ of those now^ classed as “ alile-bodied.” 
They recomnund that irksomt'. conditions might be relaxed in 
tlie case of the d(3sc‘rving, classification being liased not on 
jirevious conduct, but upon conduct in the institution. They 
add that tluj guardians should ]iav(^ power to pay for the support 
of the agc'd in institutions maintained by religious communities 
or th(^ trustees of existing almshousi^s. The county almshouses 
would bc‘. managed by a committee repr(‘S(Mitative of the unions 
in the county with tlu' addition of a limited number of residents 
to be co-o])ted. Some persons baar that the reluctance to 
s(uul pi'rsons to a distance' from their honu'S will lead to a great 
increase', in outdoor relief. To check this te'udency, the Com- 
missioners recommend that outdoor ri'lief should be again made 
a charge upon the ('lectoral division (instead of the union), as 
it was [xrior to 1899. 

Clnldrcn . — On March 11th, 1905, there were 5,900 children 
(2,701 illegitimate and desertc'd, 3,130 k'gitimate) in wauldiouses ; 
128 in district and cx'rtifu'd schools, and 2,119 were boarded out. 
The CommissioiK'rs recommend that all children except infants 
should be boarded out, and that the guardians should assume the 
control of childn'n whose parents are unfit to have charge of 
them. Childi'cn who, owing to age or other causes, cannot at 
once be boarded out should be placed temporarily in industrial 
or certified schools. A thorouglily cfTici^mt system of inspection 
should be organisc'd, and lady inspectors, in addition to the two 
now cmployc'd, should be a,p[)ointed. 

Infants . — The Commission recommends that infants, so long 
as tliey require to be wdth their mothers, should be maintained 
in a few district nurseries and one general nursery, the mothers 
being classified according io character. A woman with her first 
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child should be sent to a district nursery — in which no other 
adult^ woman would be placed, or to a philanthropic institution, 
if such were available — every effort being made to prevent these 
women drifting into a career of vice. Women with a second 
or subsequent child would be sent to one general nursery for 
all Ireland, their infants would be boarded out as soon as pos- 
sible, and the women then committed by a court of justice to 
one of the labour houses to be established for vagrants and other 
persons of bad character, perhaps for “as long as it was neces- 
sary to support any of her children at the public cost.” 

Ahle-hodicd . — On March llth, 1905, there were 4,667 persons 
classed as able-bodied in Irish workhouses — vagrants, 878 ; 
casuals, or ins and outs, 813; all others, 2,976. The Com- 
missioners recommend that pensioners, ex-soldiers, and militia- 
men should be handed over to the War Office to be maintained 
out of Imperial funds in a disused workhouse ; also that four 
labour houses should bo established for vagrants and casuals, to 
which the inmates would be committed by the magistrates for 
periods up to three years ; these labour houses to be under the 
control of the General Prisons ]k)ard, and maintained out of 
Imperial funds ; guardians arc.', to have power to send persons 
with their own consent to these houses, and in this case the 
guardians would pay for their maintenance at the rate of the 
general average cost per inmate in the labour house to which 
they are sent. 

The Unemployed . — The Commission recommends that casual 
wards should be continued or established in Dublin, Belfast, and 
Cork, and possibly in Limerick and Waterford. In these, ap- 
plicants would be relieved pending a decision as to whether they 
should be sent to an institution or get outdoor relief. Kclieving 
officers would have power to assist working men who furnished 
evidence that they were really seeking employment, by providing 
food and lodging, and by giving them a permit which would 
entitle them to food and lodging from all relieving officers on 
their route. The Commissioners state that a good many of those 
now classed as “able-bodied” are really physically unfit for 
work, and recommend that they should be sent to the almshouses. 

Outdoor Relief .—The Commissioners recommend two altera- 
tions in the law relating to outdoor relief — (1) that the clause 
which forbids relief to be given to any person who holds a quarter 
of an acre of land should be repealed ; and (2) that a widow with 
one child should be eligible for outdoor relief. They state that 
the tendency to increase outdoor relief received a decided im- 



1907] BEPOET OP COMMISSION ON THE IBISH POOB LAW 136 

petus when, by the Local Government Act of 1898, the union 
at large was substituted for the electoral division as the* area 
of chargeability. Tlic Commission recommend a return to 
the system of electoral division rating, and that a special rate 
should be struck for outdoor relief to bring clearly before the 
ratepayers the expenditure for this purpose. 

Finance . — It is now desirable to present a summary of the 
financial recommendations of the Commissioners. The existing 
workhouses aTe to be utilised as far as possible.* It is imcertain 
how many can be used as district hospitals for the sick. The . 
Commissioners consider that such additional hospitals as may 
be requirc^l should be built out of Imperial funds. They estimate 
that the following institutions would b('. required : — Twelve sana- 
toria for consumptives ; thirty-two almshouses for aged and in- 
firm ; seventeen nurseries for infants and some mothers ; two 
asylums for sane epileptics, and a number of auxiliary lunatic 
asylums. For all th(‘-se the present workhouses would be avail- 
able, but the cost -of adapting them would apparently have to be 
defrayed from local sources. The workhouses for which no use 
could be found would be left at the disposal of the Government. 
As n^gards maintenance, the following expenses would be laid 
upon the Exchequer. Whole (instead of half) cost of medical 
service. Maintenance of labour houses for vagrants and persons 
of bad or doubtful character. Maintenance of pensioners, ex- 
soldiers, and militiamen. Grant of 25. per head for sane 
epileptics and lunatics in auxiliary asylums. The maintenance 
of all classes# in institutions w'ould be made a charge u[X)n the 
county at large instead of the union. One’ of the Commissioners, 
Mr. Murnaghan, dissents from this recommendation. He thinks 
the union should remain the area of chargeability. He says : 

“ Only in limited areas can due supervision and projx^r discrimina- 
tion be exercised or sufficient attention be given to matters of 
detail,” and he affirms that the preponderance of opinion on the 
part of the witnesses was in favour of the present method. 

The report has been received with general approval in Ireland, 
but the difficulties in the way of its adoption arc serious. It is 
not likely that the financial proposals will be considered by the 
Government apart from the general question of the total ex- 
penditure in Ireland from Imperial revenue. The controversy 
still going on in reference to the charges placed by the Govern- 
ment upon the Irish Development Grant proves how dilBBcult it 
is for, the Irish members and the Government to come to an agree- 
ment. The Irish people /egard all these matters from the stands 



136 


THE ECONOMIC JOURNAL 


[march 


point of the report upon the financial relations between Great 
Britain and Ireland, and they claim that Parliament should bear 
any capital outlay required by a reform of the Poor Ijaw, and 
contribute additional sums to the relief of poverty in Ireland as 
a part payment of the debt due to Ireland, and a slight com- 
pensation for the excessive taxation still being levied upon their 
country.. 

Another obstacle in the path of reform is the objection of 
Boards of Guardians to any diminution in th(;ir powers. The 
now scheme requires thorn to delegate their control of hospitals 
and almshouses to committees, which, once appointed, are in- 
dependent of them during their period of office, and they are 
directed to place on these comniittees some ratepayers other than 
guardians. Thus the principles of secor\dary election and co- 
0 |)tion are introduced, and modify the direct representation of 
the electors. The recommendations of the Commissioners would 
result in greater efficiency and better care of the sick and aged, 
w'hich is the main end to be attained. On similar grounds the 
proposal to create a State medical service is oppos('(l. This would 
deprive the guardians of an important field of pat]‘onag(% but if 
it will result in better care for the sick, it should he adojited. 
Some think that the |)ro|xased Medical Council would he another 
Castle board, but this is not so, as four of the iiw members are 
to 1)0 appointed by, and representatives of, tVic nualical profession 
and medical schools. 

The Commissioners point out that spea’ial assistance would 
require to bo given to some unions in which ihr, comity rate 
would be unduly raised under the new system. They accord- 
ingly r(?commeiul that a sum of £45,000 should be applied to 
this purpose out of the new grant recommended by the Itoyal 
Commission on Local Taxation. Tlie majority of the Commis- 
sioners (that is, the two official members — Mr. Micks and Ur. 
Bigger — Mr. Marnaghan dissenting) suggest that a national rate 
should be struck for Poor Law purixisos for the purpose of equalis- 
ing local rates, and that the striking of this national rate should 
be entrusted to a body of five members, one for each province, 
elected by the councils of counties and county boroughs, and 
one nominated by the Tiord-Lieutenant on account of Parlia- 
mentary grants. The members to bo salaried officials, holding 
office, say, for three years. This body would have power to 
control estimates, and would have, in regard to the local managing 
bodies of institutions, functions similar to those of the Treasury 
towards the public departments of the State. This suggestion 
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has been subjected to little criticism as yet, but it is significant 
of the direction in which opinion is moving in Ireland. * 

The Commissioners prefix to th(dr recommendations an 
account of the origin of the Irish Poor Ijaw. They. point out 
that the Royal Commission of 1836, along with the ])rovision of 
poor relief for the destitute, recommended that th(? Government 
should endeavour to dcveloj) the resources of Ireland so that 
employment might l)c provided for the people, and specified 
reclamation \)f wastes land, arterial drainage, provision of better 
houses for labourers, reform of land laws, agricultural instruction,* 
local government by county boards in place of grand juries, as 
some of the directions in which reforms would h(i bcMieficial. 
Their advice was disrc'garded. The workhouse,^ system was intro- 
duced, but the more fundamental matters were left to private 
enterprise, and it has l)(‘en only within th('- last ten or fifteen 
yc^ars that the Goveu-nnumt has taken st(i>s through the Con- 
gested Districts Board and tlie De])artment of Agriculture and 
Tkadmical Instruction, to assist tlu‘, economic (kwedopment of the 
country. 

The Coinmissioncrs re[>eat the warning and advice of their 
predecessors, saying that “ Indaiid still requin's and is entitled 
to assistance on a sufficient scaifi^ to dc'velop its resources. . . . The 
low level of subsistenca* and comfort throughout nearly all 
Ireland, with the ]Kwerty and dc'stitution residting therefrom, 
cannot be elT(;ctively relieved by any lk)or Law relief such as 
that of 1838.” 

The importance of* these statements is much inen^ased by the 
fact that they are made by Government (Vficials of great experi- 
ence and knowledge of the country. Are they to meet with the 
same fate as the recommendations of the Royal Commission of 
1836? The essential question is whether Great Britain will 
again, as in 1838, disregard the claims of Ireland for financial 
assistance,, in her great need. Seventy years ago the English 
Government shaped the Irish I^oor Law to benefit herself, pro- 
vided relief for the destitute in Ireland, and made this the excuse 
for enacting that Irish persons who became destitute in England 
should be sent back to Ireland, but refrained from giving Irish 
authorities any power to send back to Great Britain any English 
or Scotch who became destitute iu Ireland. 

We may hope that a different s{)irit will be shown now, and 
that the Liberal Government will not allow financial complexities 
to stand in the way of granting to Ireland the financial assist- 
ance necessary to establish the system of |X)or relief for the sick 
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and helpless classes now recommended by the Viceregal Com- 
mission* 

In 1906 a Eoyal Commission was apiK)intcd to inquire into 
the whole question of the relief of the poor and the want of 
employment in Great Britain and Ireland. This inquiry is now 
in progress, and evidence will be taken in Ireland in due course. 
There will be a general inclination to postpone action in Ireland 
until this Commission has reported. I do not think such post- 
jK^noment necessary, but, having regard to the matters already 
‘engaging the attention of the Government, it is wel] to consider 
how^ the interval may be utilised to the best pur})ose. .1 would 
suggest that the Boyal Commission should take the report of 
the Viceregal Commission as tlie basis of their proceedings in 
Ireland. They should invite any one who d(‘sires to support 
or oppose the recommendations of that Commission, or make 
other proposals, to s(md in a statement of tli(‘ir views, and submit 
to bo examiiKat on the subject. 

Some of the proposals, as, for example, those relating to 
finance and to persons of bad character (especially women), are 
novel and far-reaching. They (uinnot be fairly judged without 
reading in full in the report the facts and arguments brought 
forward by the Commissioners. May I, in conclusion, express 
the ho}X) that this extremely interesting and important State- 
[)aper may be read in its entirety before passing judgment uj)on 
the recommendations which it contains. 

Charles Eason 


Insurance Against Want of Employment. 

A short report on a Norwegian law and a Danish Bill. 

In this question, a close race has been run between Denmark 
and Norway. Norway came in a good first, setting a precedent 
to the world ^ by putting on the statute-book a law about insur- 
ance agaijist want of employment. 

The two reports upon which the Danish Bill and the Norwegian 
law are based have a very different character, owing to the 
different composition of the two commissions. Tlie Norwegian 
commission was composed of an employer, an employee, and a 
professor in political economy ; the Danish commission numbered 
nineteen members, partly elected by Parliament, partly appointed 
by the Government — amongst which nine were farmers, one a 

^ The public grant to the unemployed in France does not amount to' anything 
worth mentioning. * 
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workman, and no employer! The Norwegian report has paid 
very close attention to all the diflicnlt problems met with in the 
matter at issue, and has given a thorough account of the social 
and economic causes and consequences of the whole question. The 
Danish report, on the other hand, has been very careful in passing 
over all points of importance about which the least difference of 
opinion between the members of the commission might occur. 
(This is largely due to the fact that the Danish farmers arc sus- 
picious towards measures for the benefit of townspeople.) To 
the student of insurance against want of employment, the Nor-* 
wegian report, therefore, is of very great value; the Danish — 
with the exception of the Bill and some Trades-Union statistics 
— of very little interest. 

Both the Norwegian law and the Danish Bill are based on 
the principle : aid to self-aid — both provide that registered un- 
employed — insurance — societu^s of the workers are entitled to 
subsidies from the State and local bodies. 

Danish Bill. 

The Treasury of Denmark 
pays to the insurance societies 
a. sum equal to one-third of the 
premiums^ necessary for the 
fulfilment of the obligations 
undertaken according to the 
byc-laws of the societies — yet 
altogether no more than 250,000 
kr. (£13., 700) yearly. 

Local bodies may pay sub- 
sidies to their local societies (or 
local branches of societies), but 
no more than one-sixth of the 
premiums necessary for the 
members staying in their dis- 
trict. In addition, local bodies 
are allowed to assist a member 
with a sum up to one-sixth of 
his premium.''* 

The Danish Bill thus renders possible a public subsidy equal 
to the premiums paid by the working men, and in all greater 

^ 1904 The Norwegian Trade Unions (16,000 members) paid 60,000 kr. (£3,300 
in out-of-work pay. 

^ 1904 The Danish Trade Unions (80,(X)0 members) paid 412, (XK) kr. (£22,6(X)) 
in out-of-Vork pay. 

® This assistance is especially intended for the rural districts. 


Norwegian Law. 

The Treasury of Norway 
pays one- fourth of the sum paul 
by the insurance societies to 
their unemployed lioing in 
Norway d 

Two-thirds of the State’s 
subsidy to be paid into the 
Treasury by the district in 
which the uncmployecl stay. 

The Treasury is not to re- 
cover any outlay to unemployed 
whose period of sojourn in the 
district is less than six months. 
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towns this {X)S8ibility will no doubt become a reality, the Trades- 
Unions members having a great influence in the town councils. 
The Norwegian law, on the other hand, will give no more and 
no less than one-fourth of wiiat is actually paid to the unemployed. 

The Norwegian form of subsidy is based u]xm the system 
tried in Ghent ; the Danish follow^s the lines of the existing Danish 
“law about friendly societies.”’ The fixing in the Danish Bill 
of a limit beyond which the subsidy must not go, is due to the 
wish not to frighten the more or less undisguised •opponents of 
cthe Bill - but the significance of the limit is greatly diminished 
by a clause which provides a revision of the law in five years. 
Should the limit be reached before the revision, no doubt the 
iKicessary c^xtra grant will be given on the estimates to enable the 
Treasury to still pay one-third of the premiums. 

The chief motive of the Norwegians for preferring their form 
of subsidy, a grant given in j)ro[)ortion to the Society’s expenses 
to out-of-work pay, was that this form is supposed to give the 
working men less encouragcuKuit to diminish their own pre- 
miums towards tludr insurance, and thereby jkissibly enlarge the 
sums paid for other trades-union purj)oses which the State has 
no wish to promote. This may or may not be the case. This 
form, as against the payment in proportion to ))r(uniums, cer- 
tainly does not encourage the collection of funds for reserve, 
necessary to avoid the very objectionable (diangc of premiums from 
good to bad years. 

The question of control of the societies is not so imjxirtant as 
is generally believed. The societies and their members are look- 
ing after their own interests, and keeping their eyes open, that 
only bona-fide unemployed arc assistixl — quite in the same manner 
as friendly societies do. Should a society refuse assistance to an 
unemployed member he can appeal against the decision in 
Norway to the home department, in Denmark to a board whose 
members are elected by the out-of-work insurance societies, and 
which is presided over by the registrar of those societies. Neither 
the Bill nor the law gives a |x>sitive definition of a bond-fide unem- 
ployed : — 

In the Norwegian law a In the Danish Bill a society 
society is not allowed to give out- is not allowed to give out-of- 
of-work pay, but to blamelessly wmrk pay : — 
unemployed, able-bodied per- (1) During strikes and lock- 
sons, outs to fhe strikers or locked- 

Want of employment caused out persons. 

^ The treasury pays to registered friendly societies 2 kr. per member and J of the 
premiums. 
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hy strikes or lock-outs is not re- 
garded as blameless. No out- 
of-work pay is to be ]paid to an 
uTicmployed person before he 
has registered at the labour 
bureau, or if he refuses to accept 
work that the managers of the 
society think fit for him. 


(2) To sick or invalid persons. 

(3) To members whose want 
of employment is caused either 
by their leaving their work 
without good cause, or by their 
excessive drinking, or by their 
conduct towards employers or 
fellow-employees . 

(4) To members serving their 
time as soldiers. 

(5) To members undergoing 
imprisonment. 

(6) To members taken into 
custody. 

(7) To members in receipt of 
constant poor-relief. 

(8) To members refusing to 
accc^pt work offered by the 
society. 


What is blamelessly uneni'ploycd in the Norwegian law and 
what construction shall be put on “ leaving their ivork without 
good cause'' in the Danish Bill? In the trad(is where the 
unions lay stress on the increase of the minimum-wage, and 
where, consequently, the prevailing average-wage will be nearly 
the same as the minimum, no doubt the State and the society 
will agree in declaring that a man who, although earning the 
minimum-wage, leaves* his work to try to get higher w’ages, does 
leave it without good cause and is to blame. In other trades, 
where the unions do not care so much for the minimum-w^age, but 
fight for the increase of the average- waige, and where, therefore, 
the minimum-wage — if such one exists — is far bdow the average- 
waage, the societies will think — as the unions have done to 
this day- -that a man has good reason to leave his work when 
he doc^s not earn what he thinks is a reasonable waige. In those 
trades the out-of-work pay has most decidedly been a direct part 
of the fight for a higher standard of lifc^. — and will the State give 
its assistance to this fight? If the State refuses to do so, con- 
trol of the societies will be necessary, but then it is very doubtful 
whether several of the greatest unions wdth the most elaborate 
out-of-work f)ay will give up their old freedom for the benefit 
of Ihe subsidy. 

The Danish Bill is on one point the more liberal, namely, in 
depriving of assistance strikers and lockcd-out persons only for 
the length of time the conflict lasts, whereas the Norwegian law 
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does not recognise any want of employment at all caused by strike 
or lo^k-out. No doubt the Danish principle is the right one : 
the State’s aid is to be limited by the consideration only that it 
should not be partial in a conflict, and no w^orking-rnan will be 
frightened from fighting his employer by the risk of losing his 
out-of-work pay after the fight is over. 

How -to regulate the relations between the trade-unions and 
the insurance societies has been a difficult task in both countries. 
Trade-unionism iTs not as yet so fully recognised in those countries 
as in England, and the overwhelming majority of the trade- 
unionists being social democrats, the legislators did not like to 
show the appearance of favouring the unions. On the other side, 
no one could fail to see that what is done in regard to unem- 
ployed insurance to this day is done by the unions, and that they 
were 2X)ssessed of the whoJe apparatus of insurance societies. The 
way entered upon then is not to prohibit joint administration of 
the union and the insurance society, but to prescribe that all funds 
and accounts of the society are to be kept separate from any 
other society or union. The insurance society has no right to 
refuse admission to any decent person belonging to the trade or 
locality ^ concerned. In other words, it will be impossible for the 
society to keep outside blacklegs. But to diminish the discontent 
at such objectionable circumstances, the Norwegian law provides 
that the members of an insurance society connected through joint 
administration with a union, who are not also members of a 
union, shall be without any influence xipon the administration of 
the society, i.e., without a vote at the general meetings. The 
Danish Bill allows the societies, througlr their by-laws, to keep 
outside persons “ who* appear bodily or morally unable to con- 
stant industry, or to co-operate with their superiors or their fellow- 
workers.'' The great question is whether these clauses are suffi- 
cient to keep the undesirable aloof and prohibit the blacklegs — 
whose risk of being unemployed certainly is greater than that of 
the trade unionist — from living upon the premiums of their 
fellow-wwkers, and, at the same time, spoiling the work of the 
union in raising and maintaining the standard of wages. Here, 
again, it will be difficult for the unions to decide whether they 
ought to refuse the subsidy, or accept it and run the risk of un- 
doing their own work up to this day by admitting their worst 
enemies to trouble their ranks. But those difficulties will, I sup- 
jx)se, not be insuperable — in the hands of the unionists. There 
are always many means of mere personal nature to frighten the 
undesirables away. 

The incorporation of a society, which is a condition of being 

1 Local insurance societies are tliought fit for the rural districts. 
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subsidised, is given to those societies whose by-laws are in con- 
formity with the law. The inaxiinnm daily pay is in Denmark: 
fixed at 2 kr. — in Norway to lialf of the prevailing average- wage. 
In Norway an unemployed pcirson cannot be assisted fOr a longer 
time than ninety days yearly — in Denmark the by-laws are not 
allowed to fix a less maximum number of days of assistance 
than seventy. 

The significance of the law and Bill lies not; only in the possi- 
bility that they relieve distress, but in the fact that — once in 
force — the improved statistics of the unemployed and the yearly 
increasing grants to the insurance societies will keej) the great 
question of the unemployed before the eyes of the ]X3ople, and 
kill the old prejudice that the working-man himself has caused his 
want of employment. 

Sven Trier 


Recent Official Papers. 

Report from the Land Values Taxation (Scotland) Bill. 

1906. 379. 

“The now^ standard of rating based upon the yearly value 
of land, apart from the buildings and improvements upon it, is 
sound.” “ Feu” duties should not be exempted. 


Papers Relative to the Working of Taxation of the Unimproved 
Value of Land in New Zealand, New South Wales, and 
South Australia. 1906. [C^. 3191.] 

TTie Now Zealand Commissioner of Taxes and other officials 
witness in favour of the new system. 


Report on the Decline in the Agricultural Population of Great 
Britain. 1881-1906. [C^. 3273.] 

Decline in the number of agricultural labourers [from 
984,000 in 1881 to 690,000 roundly in 1901] is observed in all 
the counties of Great Britain except Anglesea and Flint. The 
decline is not completely parallel to the diminution in arable 
land. Labour-saving machinery also reduces the demand. On 
the side of supply is the attraction of town life with higher 
nominal wages. 
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Obituary. 

Lord Goschen. 

By the sudden death of Lord Goschen on February 7th last, 
the count^ry, it is universally recognised, has to mourn a heavy 
loss. In this mourning the Eoyal Economic Society is specially 
called on to join, not merely on account of his officii^l position in 
^connection with it, but because of the illustration given by his 
whole career of the value of economic and statistical studies, and 
of the peculiar fitness for high jx)litical office of those whose minds 
are imbued with business knowledge and sound economic ideas. 
Many of us have also to mourn the loss of a genial friend, whose 
encouragement and sympathy were never wanting for works in 
connection with his favourite studies, and who was always ready 
to take his part in associations and meetings with the same end 
in view. He was president, it may be remembered, of the Koyal 
Statistical Society just before he became Chancellor of the Ex- 
chequer, and in that capacity, as well as in his office as president 
of our own society, he did not a little by speech and writing to 
advance the cause of economic study. 

The leading features of Ijord Goschen ’s life and character are 
tolerably familiar. The son of one of the partners of the well- 
known City house of Friihling and Goschen, after a brilliant 
career at Oxford he entered his father’s house, and became a 
partner at an early age. In that position ^he was selected as one 
of the directors of the iBank of England, according to the custom 
of that institution to associate with its management the younger 
partners of leading mercantile firms who may be trained when 
young for holding the offices of governor, deputy governor, and 
directors ‘‘ who have ])asscd the chair” while they are yet in the 
prime of life. Then he wrote his remarkable book on “The 
Theory of the Foreign Exchanges ’* (before he was thiny), estab- 
lishing in a moment his economic reputation ; sat as Member of 
Parliament for the City ; joined the Ministry of Lord John Eussell 
formed after the death of Lord Palmerston in 1865, becoming a 
Cabinet Minister practically without any intermediate probation — 
(a most unusual advance at that time for a young man, however 
brilliant, not directly sprung from the aristocratic class), — and 
finally, on the formation of Mr. Gladstone’s Government in 1868, 
began his real administrative career as President of the Poor Law 
Board, now the Local Governmemt Board, distinguishingdiimself 
in different ways in all his offices, first as President, already 
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mentioned, next as First Lord of the Admiralty, then as Chan- 
cellor of the Exchequer, and finally as First Lord of the Ad- 
miralty for the second time, during the years of the Boer war 
the Fashoda crisis, and the Continental alarms which accom- 
panied these events. The remarkable feature in his political life 
was a ‘‘ breach of continuity between 1874 and 1886, occasioned 
by his differences from the Liberal party on the Counliy Fran- 
chise, so that he could not join Mr. Gladstone’s Government of 
1880. Consequently, he was out of party tx)litics for some of 
the best years of his life, from forty-three to fifty-six. In spite of 
this, his ^opportunity came, not quite too late, with Mr. Glad- 
stone’s Home Eule surprise. The organisation of the Liberal- 
Unionist secession, and of the Liberal-Unionist agitation against 
Home Eule, were largely his work, and brought him into the 
front rank of public men. After that, his services as Chancellor 
of the Exchequer and First Lord of the Admiralty for the second 
time attracted the more attention, and form the administrative 
work for which he will be chiefly remembered ; but they were not 
more remarkable in reality than those of his earlier period from 
wdiich they are separated by so great an interval. Lord Goschen’s 
final jniblic service occurred after his retirement from office in 
1900, when he was nearly seventy — his participation in the work 
of answering Mr. Chamberlain’s advocacy of “fiscal reform.” 

The career is a brilliant one, in spite of all deductions, but 
when it is examined only a little more in detail, so as to bring 
out the results, accomplrehed and the characteristics of the man, 
our sense of its significance and value is considerably deepened. 
Take the first period, that of Lord Goschen as a City man, partner 
of Friihling and Goschen, author of ” The Foreign Exchanges,” 
Member for the City, and a director of the Bank of England. 
Although but a young man he was, in those days, emphatically a 
leader in tjie City — masterful, resourceful, full of energy, com- 
manding the highest respect for the qualities of uprightness, amia- 
bility, and modesty, which afterwards distinguished him in 
IX)litics. The story is told of him that when he and his friends 
were impeded in a certain financial operation they were carrying 
through by the Stock Exchange Committee refusing or delaying 
to give them a quotation and settlement , he carried matters with a 
high hand by the threat of forming a new^ Stock Exchange, which 
he would undoubtedly have carried out if necessary. The story 
may not be quite true in the form I have heard it, at secondhand 
only, but' it is certainly benjrovato. The whole tradition of Lord 
Ko. 65.— VOL. XVII. L 
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Goschen in the City is that if he had not been diverted into 
politics he would have gone very far, developing a new great 
house like that of the Eothschilds or Barings, and guiding the 
City in a great emergency as it was guided by Mr. Bertram Currie 
in the Baring crisis. It is fortunate for the country perhaps that 
he did take to politics, and set a new example in that field, but 
whethef in the City or in politics he was bound to have been 
a foremost leader. 

In the next phase of his life, that of Cabinet Minister before 
1874, his administrative record is first that of President of the Poor 
Law Board, and next that of First Lord of the Admiralty. In the 
former capacity he distinguished himself very greatly indeed. He 
became a ‘ ‘ Committee of one ' ’ to investigate the position and 
history of local finance, and at the same time was chairman of 
a House of Commons Committee dealing with the whoh^ subject 
of rating in all its branches. His report on Local Taxation as 
the “ Committee of one on the subject is the beginning of our 
official knowledge of local finance, as he brought together for the 
first time the scattered information available for the previous 
half-century, compared the results with those of imperial taxa- 
tion, and with similar information from foreign countries, and 
laid the foundation for the subsequent Local Taxation Eeturns 
at the very date when local finance was becoming, by the develop- 
ment of urban populations and local authorities of OYory sort, even 
more important than imperial finance itself. His report is other- 
wise a mitie of information and interest, especially for its demon- 
stration that, contrary to the popular impression, the burden of 
hereditary rates hacl not then been increasing but rather 
diminishing, and for its warning as to the kind of increase 
of rates which was then in progress or impending. The services 
of the House of Commons Committee on Eating which Lord 
Goschen directed were also im]:x)rtant. The Eeport fully de- 
scribed the various and complicated rates and methods of rating 
which had come into existence, and made suggestions for uni- 
formity and simplicity, including especially the division of rates 
between owner and occupier as in Scotland. The specific recom- 
mendations were “held up” at the time, as happens too often 
to d^xcellent reports in our Parliamentary system, in which there 
is hardly ever time for real “spade work.” The discussions of 
the early ’seventies have also been superseded by the later 
elaborate inquiries of Lord Balfour’s Commission on Local Taxa- 
tion. But the reports of Lord Goschen were the necessary pre- 
liminary to what has followed, and he deserves the ‘credit of 
bringing into order the chaos which tad existed till then. 
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His next administrative work, that of First Lord of the 
Admiralty from 1870 to 1874, has left a smaller record, but the 
work was done con amore, and Lord Goschen then learnt the 
lessons as to naval and military defence which he applied after- 
wards in more critical circumstances. The naval estimates in 
those days were no more than nine to eleven millions sterling. 
France was almost the only foreign Power which threatened 
rivalry with ps in naval matters, and France was overthrown, 
at the beginning of Lord Goschen’s period, in the Franco- 
German war of 1870^-71 , But even then France was giving 
indicatioi:vs of naval ambition of a threatening character, and 
the seed of German aspirations, for those who had eyes to see, 
was germinating. Lord Goschen was the subject of many thea- 
trical and music-hall jests as to a civilian being the ruler of 
the “ Queen’s navee,” surely in his case most unfitting, for there 
was no better disciplinarian or one more imbued with the spirit 
of the naval profession, and no one better fitted to judge of the 
imperial necessities for which the navy was required, and to 
insist, with his political colleagues, that the navy was not to 
be played with. In those days, as 1 happen to know, when 
another minister was at the Admiralty, an order one year 
had come from the Prime Minister that the estimates of the 
previous year were not to be exceeded; and when, as a matter 
of fact, the estimates were exceeded, the desired economy was 
obtained by cutting down the number of men required for a 
particular branch by 1,000, although the naval authorities had 
just declared the thousand men to be requwed ! Lord Goschen 
had never any part in such proceedings, and the incident shows 
only too well how essential it is that the War Office and Ad- 
miralty should be protected by their chiefs against suggestions 
that endanger the very purpose for which the services exist. 

In Lord Goschen’s next period, that of his retirement from^, 
party politioe for ten or eleven years, viz., between 1874 and 
1886, he gained distinction outside the ordinary path of politics 
by diplomatic services. Although they w^ere beginning to differ 
politically, Mr. Gladstone and Mr. Goschen were akin in many 
ways, especially in their high ideals and conscientiousness, and 
Mr. Gladstone, there is ample evidence to show, allowed Mr. 
Goschen to leave the ranks of his followers most unwillingly. 
Mr. Goschen up to that time had been his right hand man. 
Hence Mr. Gladstone’s repeated offers of the Viceroyalty of 
India, and, failing that, of a special mission to Constantinople, 
m the hope, no doubt, thai>time would heal the differences and 
Mr. Goschen would be Minister again. In diplomacy Mr. Goschen 

L 2 ‘ 
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was as successful as he had been in other spheres, perhaps more 
successful, impressing the Turk with his power, and gaining, in 
the difficult circumstances after the Treaty of Berlin, a prestige 
and influence which were most useful for the general peace. 
Previously, it may be noticed, Lord Goschen, as representing 
the City, had gained no small success in arranging Egyptian 
finance, his maimer at Cairo, although he had no official mis- 
sion, being suffipient to overawe the Khedive and put his corrupt 
ministers to flight. Lord Goschen undoubtedly would have been 
a great diplomatist, his firmness, perseverance, subtlety, and 
smviter in modo which had gained him his City fame, finding 
in diplomacy an even more suitable field. 

During this “interregnum,” also, if we may so call it, it 
may be noticed, Lord Goschen 's influence was largely exercised 
outside the siffiere of party politics in advising and arranging 
the business of two important Eoyal Commissions — the one on 
Trade Depression in 1885, and the Gold and Silver Commission 
of the following years, though the latter, perhaps, rather belongs 
to the period of renewed activity consequent on his return to 
party politics at the time of the Home Eule split. He had 
previously (in 1870) conducted as chairman a House of Commons 
Committee on the Fall in Silver, and to the last was constantly 
appealed to by, and as constantly advised, ministers on both sides 
of politics in economic inquiries. One important qualification 
he possessed for this duty, an open mind, enabling him to 
appreciate the difficulties of Parliament, Government, and 
Minister, and the co^istant importance of fair and full inquiries. 

This would hardly be the place to comment on Lord 
Goschen ’s appearance as an organiser of the Liberal Unionist 
campaign against Mr. Gladstone on the Flome Eule question. 
But at least this may be said, that he developed unexpected 
energy and power, both in organising and in addressing popular 
audiences. The old masterfulness which he had • displayed in 
the City once more became apparent. His famous remark, 
apropos of Nationalist outrages designed to frighten the party 
leaders, “Let us make our wills and do our duty,” will not 
boon be forgotten. It was not a mere rhetorical phrase, but ex- 
pressed his very soul and heart. At first it seemed as if the very 
success of the Liberal Unionists would deny him an opportunity for 
exercising his great administrative powers. The Liberal Unionist 
leaders had arranged with the Conservatives, and it was prdhably 
expedient they should arrange, that in the event of sjuccess the 
Government should be purely Conservative, and not a coalition. 
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Happily for the country, Lord Eandolph Churchill threw up 
the leading post in the Government, a Unionist Government, 
playing his own game ; and in the name of the Unionist cause 
Lord Salisbury called Lord Goschen, the most conservative 
of the Unionists, to his aid, ensuring the continued triumph of 
the cause. To this accident it is owing that Ijord (jroschen 
had his final experiences of administration, though it is not un- 
likely, one slipLild say, that another way would have been found, 
given his supreme fitness and the general recognition of his 
powers. 

His appearance as Chancellor of the Exchequer for the next 
five years was, no doubt, the most brilliant part of his career. 
The Chancellor of the Exchequer exercises a general supervision 
of the finance of the different departments of the Government, 
and his work is hardly to be appreciated, except in the inner 
circle of the Government itself. But Lord Goschen, it is well 
known, was strenuous and active in his miscellaneous work. It 
came in his way, for instance, practically to negotiate a Com- 
mercial Treaty with Greece, during which he exercised his diplo- 
matic gifts in what seems the small matter of securing reductions 
of import duties in that country in exchange for the reduction 
of our own duty on currants ; and Lord Goschen was successful 
in that as in most other things he undertook. His Chancellor- 
ship, however, is most remembered by three achievements, apart 
from his budget speeches themselves — the conversion of the debt, 
the reform of the gold coinage, and the substitution of an 
assignment of •|^x)rtions of certain taxes in Jieu of grants in aid 
by the Imperial Government to local authorities. The debt 
conversion — the conversion of the 3 per cent, debt into 2| per 
cent. — had been attempted several years before by Mr. Childers 
unsuccessfully, the times not being propitious, and success was 
now due, apart from the more favourable times, to two skilful ex- 
pedients : G) the reduction to per cent, by two steps instead 
of one, so that the converted stock was known for a long time 
as the 2f per cents. ; and (2) the offer of a small brokerage by the 
Government to agents, through whom conversion was accepted by 
the holders. The effect was that out of £558,000,000 of 3 percent, 
debt outstanding in 1888 almost the whole was converted or paid 
oft before the end of the year, the immediate annual saving of 
interest being £1,395,000, and the eventual saving, when the 
second step to 2J per cent, was taken some fourteen years later, 
being twice that sum. Lord Goschen was keen as to the details 
of the operation, giving interviews to any large holders of stock 
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who were reluctant to come in, and pushing the operation, in 
fact, as if he had been a financier in the City conducting a new 
issue. The service to the country was, no doubt, considerable, 
and criticism which has been made since as to the boom which 
ended in the Baring crisis being stimulated is surely most 
irrelevant. The reform of the gold coinage was comparatively 
simple, Ijord Goschen’s qualities being mainly shown in his 
careful inquiries beforehand as to the amount of the coinage 
outstanding and tlie conclusion at which he arrived, which 
enabled him to undertake the reform with confidence, that the 
amount of the outstanding coinage was much smaller. than had 
been generally supposed. The alterations in the system of local 
and imperial administration involved in the assignment of im- 
perial revenues to local authorities were, perhaps, not altogether 
to the personal taste of Lord Goschen himself as the Minister 
responsible for imperial finance, but the changes wore large and 
complex, could hardly have been managed, perhaps, by any other 
Minister, and contributed largely, there is no doubt, to the 
appeasement of the outcry of local authorities for a time, which 
was politically of great importance. 

As to Lord Goschen’s second term at the Admiralty, the 
office ho accepted in the second Unionist Government, which 
wa.s formed in 1895, the mere fact that ho was at the Admiralty 
in the troul)lous period which inchukul tiie Fashoda incident 
and the Boer War, is sufficient to show the gravity of his task. 
He was, in fact, th(> main sup)wt of Ijord Salisbury in as 
difficult diplomatic work as can well be imagined. He had to 
steer a middle course, both as Chancellor of the Exchequer and 
First Lord of the Admiralty, between the eager advocates of the 
soi’vices always crying for more and more expenditure, and the ad- 
vocates of economy so-called, who declaim against almost any 
estimate for army and navy. The recognition of the fact that 
army and navy are necessaries by an economist of* his excep- 
tional eminence was itself an achievement of no small value 
to the country, whatever dip*erences of opinion may exist as to 
the extent of the necessities themselves, and the principles by 
which the sufficiency of the grants is to be' judged. 

Lord Goschen’s services in his retirement in connection with 
the fiscal controversy raised by Mr. Chamberlain are so recent 
as hardly to need comment. He was, no doubt, the most for- 
midable critic of Mr. Chamberlain, not merely from his great 
experience as Finance Minister, but because his . intimate 
acquaintance with banking and exchanges enabled him to deal 
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in a thorough and scientific way with such topics as excess of 
imports and balance of trade. No one reading Lord Gcfschen 
after Mr. Chamberlain, in their statistical contests, could doubt 
that the former knew thoroughly, and the latter not* quite so 
well, the facts of trade and commerce lying behind the figures. 
Lord Goschen was not so prominent in this contest as in the 
previous Unionist struggle, the lapse of time and the appearance 
of new forc(^ rendering this unnecessary ; but ^somc part of the 
final Free Trade success was certainly due to his astonishing 
vigour at a time when ho might fairly claim to have retired. 

Such is a brief review of a remarkable career. It rcunains 
only to say in conclusion that the qualities above refenaxl to 
as characterising Lord Goschen in early life in the City remained 
wuth him all through — masterfulness; the power of leading and 
animating nssociates and followers; zeal and industry, no toil 
being too heavy or too minute for him ; sincerity and honesty 
of the highc\st order, first of all in the studies which led him to 
his conclusions, and then in all his dealings with party and 
politics, a sincerity and honesty, I have heard it said, unusual 
in party politicians, and which wmnld have meant failure to 
aJmost any other man in that perilous game. Withal amiable 
and modest, and devoid of self-consciousness, so that he would 
undertake tasks appare?iily beneath his [X)sition wdien the ik'cc.'s- 
sities of a cause demanded. Many who know him well arc of 
opinion that but for accidents the country might have possessed 
in him a Foreign Secretary or Prime Minister more supremely 
qualified than any Minister since Sir Robert Peed or Palmerston, 
as he was wanting in no quality, whether of real knowledge, or 
courage, or power of leadership for these high offices. Nor can 
it bo said of him capax wiperii, nisi iynperasset. He w^as not, 
in fact, called to the highest offices open to party leaders; but 
he showed all the power required, and has left a mark on the 
policy of the State as considerable as that of some few holders 
of the highest offices who have distinguished themselves most. 
Much of his success, it is fitting to say in these pages, was 
undoubtedly due to the fact of his first-hand knowledge as an 
economist and statistician, whose subjects are also those of the 
politician ; only the latter too often neglects the study altogether. 

* Lord Goschen’s contributions to the literature of his studies 
are nojb inconsiderable. Besides his Foreign Exchanges, he 
published in a volume form, after his experiences at the Poor 
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Law Board, his Reports on Local Taxation. Later in life he 
published a volume of essays, papers, and speeches on economic 
and statistical subjects, recently reviewed in this Journal, Vol. 
XV., p. ^35. Within the last two or three years he also pub- 
lished a biography of his grandfather, the publisher of Goethe 
and Schiller, a labour of love on his part, composed during many 
years of h busy life, and full of literary jx)wer. It is to be hoped 
that some one of his friends, perhaps Lord Milner, will supply 
a life of Lord Goschen himself. Such a work properly doiu' will 
be a valuable and stimulating record for future students of 
economics and politics, and full of human interest. 

Robert Giffen 


City Notes. 

Wr have received the following notes from R.G. : — 

The Bank Rate , — In the early part of the quarter interest 
was concentrated on the 6 per cent. Bank rate, and spciculation 
was rife on the question whether the rate would see the market 
through the period of dear money, or whether a further advance 
would be necessary. As things have turned out, 6 per cent, 
has seen the market through for the present. On January 17th 
a reduction to 5 per cent, was made, so that in all there had 
been a three months’ period of 6 per cent., which had lasted 
fj’om October 19fch. The rate, however, has remained at 5 per 
cent., and in all there have now been 5 and 6 per cent, rates 
for about six mouths, a longish spell of dear money. Disquieting 
symptoms in the stock markets have likewise continued, and 
there is still much uneasiness as to financial conditions in the 
United States. The Bank of England has the whip hand of the 
market, owing to the large collection of revenue in the last 
quarter of the financial year, and will use its power, dt may be 
hoped without undue pressure, to strengthen the reserve in view 
of the difficulties of the financial position throughout the world. 

Prices of Commodities , — The rise of wholesale prices which 
accompanies the improvement of trade, and which is at bottom 
one of the main causes of firmness in the money market, has 
made further progress. Coal especially advanced rapidly at the 
turn of the year, partly in consequence of the cold weather, and 
in spite of a relapse in February still remains higher than a 
year ago. Soap, after falling away on the dissolution of the soap 
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combine, has also been advancing of late; copper, lead, and tin 
seem higher permanently than has ever before been known ; 
while iron, leather, cotton, and woollen manufactures and so on 
are all higher. Hence in part the great increase of imports and 
exports, which seems to go on without a stop and attracts more 
and more attention, the advance of 1906 upon 1905 being 
exceeded already in the early months of 1907. 


Imports and Exports, — It may be worth while pour memoire 
just to mention the figures of imports and exj>orts for 1906 
compared with the previous years as a record. They are as 


follows ; — 

IMPORTS. 

EXPOBTS (BRITISH 
AND IRISH produce) 


MILLIONS. 

MILLIONS. 

1906 

608 

376 

1905 

565 

330 

1901 

551 

301 


The increase in imports is no less than 10 per cent., comparing 
1906 with 1904, and in exports of British and Irish produce no 
less than 25 per cent. To find a parallel we must go back to 
the record years of 1870- 73, and, as we have said, there is yet 
no sign in 1907 of any arrest to the movement. 


Fall in Stock Markets. — Dear money, however, has been the 
cause and consequence of trouble in the stock markets, which 
wore at their weakest at the very time the Bank rate was being 
reduced from 6 to 5 per cent. According to the usual monthly 
tables of the aggregate value of representative securities in the 
Banker's Magazine, there was a fall of no less than .£26,748,000 
between January 21st and February 20tli, viz., from 
£3,843,17.7„000 to £3,816,429,000, this fall being specially notice- 
able in American securities, British railways, and other stocks, 
where the losses are very great indeed. Tea, copper, and other 
shares have gained, by which the trouble on the Stock Exchange 
has in some degree been masked. 


The Coming Budget. — Mr. Asquith, it is now plain, will have 
materials for a good Budget. The revenue during the year has 
considerably exceeded the estimates, while Army and Navy esti- 
mates show real reductions of about 3J millions. The Budget, 
however, cannot be a seTisational one as far as immediate re- 
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ductions of taxations are concerned, as the available surplus, 
owin^ partly to nominal changes, will only be a few millions, 
and even a small remission of taxation now involves a great deal 
of money, Mr. Asquith deserves no small credit for putting an 
end to the special works Budgets of Army and Navy, though 
the effect is to dc})rive him of a good deal of his surplus in 
consequehce of charges which would formerly have been 
“ special,” and paid out of loans being placed among the ordinary 
estimates. Still,* Mr. Asquith’s Budgets belong *to the pros- 
perous category, though not sensationally prosperous. 

E, G. 


Current Tones. 

The Tjabour Notes contributed by Mr. Ernest Aves, which have 
become a familiar feature of the Economic Journal, will be 
missed in the present and the next number. Tho a,bs(uico of the 
notes is acc.ounted for by the absence of Mr. Aves, who has gone 
to the Antif>odes in the capacity of a Commissioner, ap|X)inted 
by the Home Secretary to inquire into and report upon : (1) the 
system of wages boards in Australia ; (2) the compulsory arbitra- 
tion systems in force in Australia and Now Zealand ; and (3) the 
Shop Hours’ Acts of the two countries. The judicial mind which 
our contributor has ever brought to the consideration of labour 
will now be more than ever required. 


The Postmaster-General has appointed a Departmental 
Committee to consider whether the Post Office should undertake, 
in connection with the Savings Bank, to insure employers against 
the liabilities incurred under the Workmen’s Compensation Acts. 
The Committee is subsequently to consider whether steps should 
be taken to stimulate the use of the present life insurance system 
of the Post Office, and, if so, what these steps should be. The 
wmrk of the Committee thus falls into twm parts. The first 
inquiry is due to the enactm(?nt of the Compensation Act of last 
year. It was suggested that the case of the small employer, who 
now comes within the scope of the Compensation Act, is not 
met by private companies ; that some special facilities for their 
insurance ought to be provided. The second inquiry has been 
rendered necessaiy by the comparative failure of the life insurahee 
system of the Post Office. In spite of the liberal policies. offered, 
the number of persons who have availed themselves of them dur- 
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ing each of the last three years were 592, 617, and 741. The 
chairman of the Committee is Lord Farrer, and its secretary 
is Mr. E. Kaven. 


A RATHER novel issue has lately been dividing the ranks of 
trade unionism. Should municipal cmi^loyees organise them- 
selves into unions distinct from those formed by wnVkinen in 
private employment? The Trade Union Congress at Liverpool 
considered the question, and their decision is expressed in a cir- 
cular letter issued by th(i Parliamentary Committe(3 to all the 
unions in the country. The Congress decided very emphatically 
against any such development, holding iliat it would have a dis- 
integrating effect upon the movement. The Parliamentary Com- 
mittee, accordingly, appeals to municipal workers to join the 
unions already established in their trades, instead of adding to 
their number. 


The recently formed British Constitutional Association 
is the latest organisation created for the purpose of opposing 
Socialistic legislation of all kinds. It is a non-party association, 
and it hopes to “ (mablo both Liberals and Conservatives, however 
much they may differ on other questions, to unite in opposition 
to Socialistic measures,” Its objects are explained by Sir Wil- 
liam Chance in a letter to the Spectator of Dectanber 29th last. 
The secretary is Mr, H, E. Beasley, 9 Bedford Court Mansions, 
Bloomsbury Street, 

A SECTION is to be devoted to Social Eg:)n()mics at the summer 
meeting of the University Extension movement at Oxford this 
year. The general subject of the lectures is “The Contrasted 
Ideals of Socialism and. Individualism,” The meeting extends 
over four weeks, beginning on August 1st. 


Major P. Craigie, who till lately held the office of Assistant 
Secretary at the Board of Agriculture, and in that and other 
capacities has made most important contributions to agricultural 
statistics, has been appointed Gilbey Lecturer on the History and 
Ecjonomics of Agriculture in the University of Cambridge for the 
next three years, in succession to Professor J. S. Nicholson. A 
high standard has been set for the occu]xints of this fx:>8t by Pro- 
fq^sor Nicholson in the lectures on Corn Ijaws and on Agricultural 
Kates and Kents, which have been reviewed in recent numbers 
of the Economic Journal, 
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In the University of Edinburgh the Court has resolved to in- 
stitute* a Lectureship in Economic History. The financial ar- 
rangements are not yet completed, but it is understood that a 
lecturer will be appointed for next winter session, and that he 
will be expected to give an ordinary course as well as an advanced 
course in connection with the Honours degree in Economic 
Science. 


» Thk Council of the University of liinningharn has established 
an Advisory Board of Business Men to co-operate with the Pro- 
fessors in the Eaculty of Commerce. The list of eight members 
includes the managing directors of such well-known concerns as 
Avery, Alfred Hickman, the Earl of Dudley, and the Metropolitan 
Wagon Co. ; and all the gentlemen whose names appear are 
actively engaged in the responsible management of large business 
undertakings. The Board thus constituted appears to contain a 
larger number of men actually controlling great indiistria] opera- 
tions than have ever before, in any formal way, associated them- 
selves with a University scheme of higher commercial education. 
The functions of the Board will be twofold — first, to make sugges- 
tions with regard to the training of students for business careers, 
and secondly, to bring the faculty and the graduates it produces 
before the notice of the business world. In both these directions, 
it appears, the captains of industry who have been placed on the 
Board have already been helpful, both by advising with regard 
to courses of studies, and by taking young graduates into their 
offices. 


We have had the privilege of seeing a volume containing 
memorials of our late Treasurer, Mr. Alfred Spalding Harvey. 
As it is printed for private circulation, we arc precluded from 
giving it the place which it would otherwise deserve among our 
reviews. But we may be permitted to allude to the articles on 
topics of economic interest, which are collected from several 
periodicals, in this volume. We may notice in particular the 
sympathetic summary of the report of 1867-8, on the employment 
of women and children, contributed by Mr. Harvey to St, Paul, 
April, 1870; his description of the business of banking in several 
articles which appeared in GasselVs Magazine, and numerous 
speeches addressed to the Institute of Bankers. The traits of a 
.beautiful life, delineated in the obituary notice which appeared 
in the Economic Journal, are more fully displayed in the. family 
record. • 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society, 

December, 1906. The Electoral Swing of the Pendulum (Presi- 
dential Address). Sir R. B. Martin. Estimates of the Realis- 
able Wealth of the United Kingdom, based mostly on the 
Estate Duty Return, W. J. IIakkjs and Rev. K. Lake. 


The Economic Review, 

January, 1907. Bournville. J. A. Dale. The folly of uncon- 
trolled development artificially fostered by profit-seekers in the 
suburbs of ]3irniingharn leading to Bournville contrasts with the 
charms of the model village created by Mr. Cadbury. Economic 
Crises, and some Aspects of Trusts. W. Neuratit. The paradox 
of over-production is explained by the phenomena of credit. 
If creditors had a claim to a share in the production rather 
than a fixed sum of money, the fall of prices attending a 
plethora of goods would do no harm. The necessary reforms are 
to be accomplished by trusts. The Poplar W orkhouse Inquiry. 
G. Crosse. 


The Nineteenth Century. 

December, 1906. The Labour Movement. J, Keir Hardie, M.P. 

Friendly Societies. Sir E. Brabrook. 

January, 1907. The Evolution of the Income-Tax. G. McCrae, 
M.P. A member of the Select Committee on the Income-Tax 
endomes its recommendations. “ Window Dressing ” in the 
Money Market. PI. Withers. Directed against banks calling 
m cash for a day only to figure in the monthly statements. 
Weekly statements would correct over-trading in credit. 


Contemporary Review. 

December 1906. Work and Life. Sir Oliver Lodge. An educa- 
tional homily. 

February, 1907. The Retail Bookseller. R. Bower. The wiedom 
ot breaking up the Booksellers* Association in 1852 is disputed, 
Ihe existing Association of Booksellers “removes the competi- 
tion from one of cutting to one of competence.'* 
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Fortnighthj Review, 

1)ecem*ber, 1906. Population and Progress. M. Crack anthorpe, 
K.C. In defence of Malthusianism. 

January, '1907. Population and Agriculture. J. A. Spender. 
February, 1907. Population and Progress. M. Crackanthorpe. 
Continued from December. A German Tramp Prison. W. H. 
Dawson. Small Fruit Gardens for England. S. Morgan. 


. The National Review. 

^ December, 1906. The Future of Tariff Reform. J. L. Garvin, 
Land Values — Why and Plow they Should be Taxed. J. 
Wpidgwood, M.P. 

January, 1907. The Episodes of the Month. There is a sympathetic 
account of Lord Milner’s pronouncements on December 14th and 
December 17th in favour of Tariff Eeform. 


The Independent Review. 

December, 1906. Labour's Ideal. P. Snowden, M.P. A Minimum 
Wage. Geutrtu)!-: Tuckvvell. The Gold Mine Fallacy. J. M. 
Robertson. The increase of the precious metals is not vital to 
industry. 

February, 1907. Tlie Small IToldings Committee’s lleport. (1) 
E. 0. Fordham, (2) K. Munro Ferguson, M.P. 


The Quarterly Journal of Economics (Boston). 

November, 1906. Capital and Interest once More. Capital versus 
Capital Goods. E. .Boiim-Bawerk. The Inter-Siat{' Commerce 
Act as Amended. F. H. Dixon. The Taxation e/ Personal 
Property in Pennsylvania. K. McCrea. The Telephone in 
Great Britain. A. N. Holcombe. Co-operation in the Apple 
Industry in Canada. K. H. Coats. 


Political Science Quarterly (New York). 

December, 1906. The Housing Problem in San Francisco. E. T. 
Devine, There has been a striking illustration of the truth that 
embodied wealth — e.g., shops and offices — do not count for much 
in respect of economic welfare. There was, howcu«r, a tem- 
porary paralysis of industry. A Gold Standard for the Straits. 
11. W. W. Kemmerer. 


The Journal of Political Economy (Chicago). 

November, 1906. Ocean Freight Rates and their Control by Line 
Carriers. J. K. Smith. The Prevention of Stock-Watering by 
I^uhlic Service Corporations. A. W. Spencer. Municipal 
Ownership in Germany. H. Meyer. 

December, 1906. The Inter-urhan Electric Railway in Ohio. E. D. 
Bogart. Trade Relations with Latin America. B. G. Lewis. 
Harriet Martineau and the Employment of Women. * Edith 
Abbott. • 
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Annals of the American Academy of Political and Social Science 

(Philadelphia). 

November, 1906. Municipal Ownership as a Form of Governmental 
Control, F. A. Cleveland. American Municipal Services from 
the Standpoint of the Entrepreneur. C. L. Jones. Chicago 
Traction: a Study in Political Evolution. Willard E. Hotch- 
kiss. Giving an account of the contest against corruption, and 
the endeavour to introduce a system of municipal tradk Some 
Social Effects of a Rcfor7n Movement. F. S. Edmonds. Elec- 
tion Reforms: The Trend towards DemocraciJ. J. C. Euppen- 
THAL. Perhaps the most noteworthy paper in this volume, giving 
a mass of interesting information with regard to the electoral 
laws. of the different states of the United States, and to many 
legal questions arising thereon. A Problem of Primaries. J. 
1)e L. Verplanck. Municipal accounting in Boston and Louis- 
ville. 


Journal des Economistes (Paris). 

November, 1906. Aperqu Historique des Theories Modernes de la 
Valeur. M. Brllom. 

December, 1906. Theorie de V Evolution, Temps Primitifs. G. de 
Molinari. he Rescan d'Etat de 1879 a 1883, M. Schelle. 
Lcs Chemins de Fcr des Etats-Unis. D. B. 

January, 1907. 1900. G. de Molinari. Le Marche Financier en 

1900. A, IIaffalovicii. 

February, 1907. La Bang ueroutc da Socialisme Scientifique. Y. 
Guyot. Unc Industrie mal Protegee. L’hidustrie de la Soie 
en Italic. The Italian silk industry suffers from Protection. 
lAEntreprencur estdl un qaatrierne factenr dc la production ? 
M. Bellum. Tlie entrepreneur is but a high-class worker. 


^levue d’ Economic PoZftiqiuF (Paris). 

December, 1900. Unc Carnpagne Syndicalistc : les Sous-agemts des 
Portes. P. Girard. Les Greves en Italic. G. Francois. Le 
Mercantilisme liberal d la fin da X VIP Siecle. A. Schatry et 
It. Caillemer, The exposition of M. de Belesbat's ideas is con- 
tinued and concluded. 

January, 1907. Lc Commerce exterieur dc VEgyptc. P. Arminjon 
et B. Michel. Fonction economique du Conirat de Societc. 
P. Pio. The Professor of Industrial Legislation raises the ques- 
tion how far law should interfere with companies. 

February, 1907. Les Castes de la Vic economique. C. Bougl6. 
The economic life of India doesn’t resemble any of the postulates 
of the classical political economy. Le Commerce exterieur de 
VEgypte (suite). P. Arminjon et B. Michel. 


• Revue Economique biternationale (Brussels). 

The study of social life at the Solway Institute of Sociology is 
aescribed in the December number. The recuperation of 
Spanish credit is the subject of another article. A curious pro- 
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nouncement on Treaties of Commerce is contributed by 
M. Moline to the January number. An historical retrospect 
leads to the conclusion that it is necessary for France to main- 
tain ,^her fiscal policy of 1892. 


In UEconomiste Prangais for January 12th, M. Paul Leroy- 
Beaulieu, writing on the French Census for 1906, explains the fact 
that while the excess of births over deaths during the quinquennium 
1901-5 was 323,594, the increase of population in 1906 ^ver 1901 was 
only 290,322, by the compulsion of religious bodies congregation- 
alisies ”). The departments where a religious mentality lingers 
are the most prolific. 


Jahrhiicher fur Nationalokonomie (Jena). 

November, 1906. Ziir A^ischauung der Antike iiber Handel Oewerbe 
und Landwirtschaft. O. Neuratii. Der Einfiuss der Zollpolitik 
auf die wirtschaftliche Entwickelung der V crcinigtcn Staaten 
von America. H. Levy. 

December, 1906. Die Kredit der Gesellschaften mit beschrdnkter 
Haftung. C. Greulich. Der Neucste soziale Fortschritt in der 
BuchdruckeT-Tarilgemeinschaft. H. K5ppe. 

January, 1907. 1st die Grundrente in dcr PeripJierie der Stadt eine 
** allgemeine Monopolrente.'' F. Pabst. The rent of land 
in the outskirts of a town is no monopoly. Dcr Berliner 
Getreidehandel unter dem deutschen Bdrscngesetz. 


Jahrbuch fur Gesetzgehung (Leipsic). 

February, 1907. Der Berliner GeireidehandeX. ... A construction 
and conclusion. 

1907. Heft I. Die ^Rentcnprincip in der Vcrtetlungslehre. I. 
Dr. Schumpeter. Organisation des dentschen Buchhandes : Ein 
Beitrag zur Kartellfrage. 1. A. Koppell. Uber die Ahtienform 
der Unternehmung. A. Gottschewski. 


Zeitschrijt filr V olkswirtschaft (Vienna). 

Heft V. and VI. contains a contribution to the newest literature on 
capital and interest by Prof. Bohm-Bawerk; and a eulogistic 
review of Schrnoller’s Political Economy by Dr. Inama-sternegg. 
The contribution is continued and completed in a subsequent 
number. 

Eine Darstellung der Belastung durch eine Einkommensteuer. E. 
Lieben. 


Archiv fur Sozialmssenschaft. 

1907. Heft I. Der Untergang des englischen Bauernstandes. 
Criticising the views of H. Levy and J. D. Eogers on the English 
Yeomanry. , 
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Giornale degli Economisti (Rome). 

September, 190G. Curve piane di offerta dci prodoiti, U. Rrcci. 
Prate zionmno Marittimo e Credito Navalc in Italia. V. 
Giufpida. Statisticlic Agrarie. E. Fornasari di \tRCE. La 
dottrina dclV egomno di H. Spencer. E. Cossa, 

October. La teoria del costo di riproduzione ... D. Beraudi. Dell 
ohhiettivita delV econornica politica come scienza. Cossa. 

Statisticke Agrarie. E. Fornasari di Verge. 

November. Applicaziani della rnatematica aW EJeonomia Politica 
del Prof? Vilfredo Pareto. G. Seusini. Calcolo delV aumento 
della popolazionc . A. Contento. 11 patrimonio minerario dei 
Comnni. F. G. Tenerelli. 

December. Nvove polcrniche sidlo zucchero. E. Giretti. L'au- 
men'to di popohizume . . in Italia. E. Raseri. Le popola- 
zione drllc grandi citta Italianc. E. Mortara. I conjugati 
sottn Vetd legale. F. Colletti. 

La lie forma Sociale (Turin). 

An account of the first international congress on Unemployment held 
at Milan last September is given in the December number (by 
R. Michel). Prop'. J. Tivaroni (of Paris) writes on the Dis> 
tribution of Wealth in the January number. 


Le Mouvement Econornique (Bucharest). 1906. 

The fiscal arrangements respecting spirituous liquors in Greece are 
described by Prof. Andread^s. Temperance and hygiene, not 
merely revenue, are aimed at. Bad liquor is the greatest danger. 


NEW BOOKS. 

• * 

Bonn (M. J,). Modern Ireland and her Agrarian Problem. 
London: ,1. Murray. Pp. 174. 28. 6d. 

Chorlton (J. !).). The Rating of Land Values. Manchester: 
University Press. 1907. Pp. 177. 

Clark (Victor S.). The Labour Movement in Australasia. A 
study in social democracy, l^ondon : Constable. 1907. Pp. 327. 

Cox (Harold.) laind Nationalisation and Land Taxation. (Second 
edition, revised.) London: Methuen. Pp. 229. 

[A second edition of the work reviewed in the Economic Journal, voL iii. (1893) 
Mr. Henry George’s scheme and other forms of special taxation are indefensible. 
Some of the advantages of State Nationalisation might be obtained by improving 
county systems.] 

Drapers’ Co. Research IMemoirs : Studios in National Deteriora- 
tion. I. On the relation of fertilitv in man to social status. 
London: Dulau, 1906. 3s. 

Ej^derton (W. P.). Frequency-Curves and Correlation. (Insti- 
tute of Actuaries.) London : C. and E. Layton. 

(This book is a well-considered and very successful attempt to explain Prof. Karl 
l^arson^s treatment of the application of mathematical formula to statistics, and to 
snow Its use to Actuaries. It may be recommended to all who are interested in 
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these methods, whether they liave followed the treatment in its original form or 
not. The illustrations are very happily chosen and the actual process of evaluation 
clearly stated. Alternative systems are relegated to a not very satisfactory appendix 
of three pages, and the scheme does not cover more than a small part of the whole 
realm of tht mathematical discussion and use of statistical data.] 

Foster (WilliaxM), The English Factories in India, 1618“1()21. 
A calendar of docunients in the India Othce, British Museum, and 
Public B«^cord Office. Oxford : Clarendon Press. 1906. Pp. 379. 

[A continuation of the story told in Letters received by the East India Compafiy 
from its Servant in the East 1002-17 (published in 1890- 1902). Some 4C0 papers, 
mostly new, are now oalendarod.] # 

Ibotson (J. G. P.). Personal and Domestic Accounts. Pp. 567. 

[Lessons in the art of recording income, expenditure, capital, &c.] 

International Co-operative Alliance Bibliograx)hy . I^ondon: 

P. S. King. 1906. Pp. 276. 7^^. 6d. 

Kehbel (T. E.). The Agricultural Labourer. (Fourth edition. 
Abridged, with a new })retace.) London: tSonnonschcin. 1907. Pp, 
176. 

[In this latest edition of a work published in 1870, parts liave been omitted, parts 
left as they were, parts — e.g. the tables of wages — brought up to date. All the in- 
formation nas been obtained by the author’s per.sonal enquiries.] 

Moohe (Harold E.). Our llerilage in tli(‘ T.and. With an in- 
troduction by Sir William Mather. (Second Edition.) London : 
P. S. King. 1906. Pp. 144. 

[Parts of Back to the Land, reviewed in the Eoono.mic Jourxaj., vol. iv., are 
here reproduced with much additional material. Sir William IMathcr prefixes that 
scheme for providing work on the land which he submitted to the Parliamentary 
Committee on the Unemployed 1896. There is a useful summary (at p. 3G) of what 
has been done in the way of providing small lioldings under County or Parish 
Councils, and by voluntary arrangement.] 

AloRisoN (Tiieod(.)RE). The Industrial Organisation of an Indian 
Province. London: Murray. 1906. Pp. 827. 

[Reviewed above.] 

Petavel (J. W.). Administrative Phliciency, and what it might 
give us. London: Sormenschein. 1906. Pp. 58.* 

Pat. Economics for Irishmen. Dublin: Maunsel. 1906. Pp. 
164. 

[Reviewed above.] 

PoppLKWELL (Frank). Some Modern Conditions and Kecent 
Developments in Iron and Steel Production in America. (Gartside 
Scholarship Report.) Manciiester: University Press. 1906. 
Pp. 119. 

Summerville (Prof. W.). The Place of liiiral Economy in a 
University Curriculum. Oxford : Clarendon Press. Pp. 28. 

[The inaugural lecture delivered at Oxford by the Sibthorpian Professor of 
Rural Economy.] 

Tillyard (F.). Banking and Negotiable Instruments. London: 
Black. 1906. Pp. 386. 


Eliot (Charles W.). Great Riches. New York: Crowell, 1906, 
Pp. 52. 

[A reprint of a remarkable essay by the President of Harvard University.] 

Giddings (F. H.). Readings in Descriptive and Historical Socio- 
logy. New York: Macmillan Co. 
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Kikk (Dr. W.). National Labour Federations in the United 
States. (Johns Hopkins University Studies.) Baltimore : Johns 
Hopkins Press. 1906. Pp. 150. 

Pierce (Franklin). The Tariff and the Trusts. N^w York: 
Macmillan Co. 1907. Pp. 383. 

Pond (Oscar L.). Municipal Control of Public Utilities. (Colum- 
bia University Studies.) New York: Macmillan Co. 1906. Pp. 
115. 

Snider (^^uy Edward). The Taxation of the Gross Peceipts of 
Bailways in Wisconsin. (Amer. Econ. Associa^on.) New York: 
Macmillan Co. Pp. 138. 

Spencer (M. G.) and H. J. Falk. Bniployment Pictures from 
the Censnis. W’lth a preface by Prof. C. S. Loch. 

[A Btudy in the methods of representing statistics.] 

Statistical Record of the Progress of the United States (1800- 
1906). Department of Commerce and Labour, Washington. 


Doll^ans (Edouard). Robert Owen, Avant-propoa de M. Emile 
Faquet. Paris: Alcan. 1907. Pp. 374. 

[A new edition of the book discussed in the Economic Journal, 1905, p. 257, 
containing a preface hy j\I. Faquet, (p. 8), an introduction by the author (p. 53), 
“ Socialisine .sentimental, Bocialisme scientifiquo, ct Socialisme juridique,” and 
pleading for variety in socialistic development, appendices with extracts from 
Owen, and a bibliography.] 

Turot et Bellamy. lies Habitations a Bon Marche. Paris: 
Alcan. Pp. ‘2()0. 

[M. Turot, as a member of the Municipal Council of Paris, has had a good 
opportunity of studying the subjects. The laws of 1902 and 1900 on public hygiene 
are specially considered.] 

l^'oviLLE (Alfred de). La Monnaie. Paris: Lecohre. Pp. 240. 

Guyot (Yves). Lc Commerce Ext.erieur de la France en 1905. 
(Reprintc-d fioin J.a Revue (Ik .) Paris: l\ Alcan. 1907. 

Pp. 56. 

Lkscure (Jean). Crises Geiierales et Ikulodiques de SurproduC” 
tion. Paris: Laro.se. 1007. Pp. 652. 

Merlin (Roger). Guide Social a Paris. Paris: Ivousseau. Pp. 
442. 

[A directory giving information about institutions devoted to Social work in Paris. 
The author is the “archivist ” in the Mus^e wSocial. 

Paultre (Christian). De la Repression et la. iMeudicite et des 
Vagabondages en France sous I’ancicn Regime. Paris: J^irose. Pp. 
640. ^ 


[An historical study.] 

Poisson (Charles). Le Salaire des F'eniinos. Paris: Librairie 
des 8aintB-Peres. Pp. 412. 

[The author belongs to the “ Social Catholic School.”] 


hlciiMoLLER (Prof. G.). Priiicipes d ’Economic Politique. 
Deuxieuno partie. Tome IV. Traduit par Leon Polaek. (Biblio- 
theque Internationale d’Econoinie Politique.) Paris: Giard 1907 
Pp. 189. 

The fourth volume of the translation continues the second part of the work which 
was reviewed in the Economic •Journal, xv. This volume deals with work and 
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wages— the offer and the demand ; social institutions such as pubUo relief and insur- 
anco bijreaus of emplojunent ; distribution of the national mcome.j 

Acworth (W. M.)- Grundziige dor Eisenbalinwirtschaftslehre. 
Aus dern Englischeu iibersetzt nebst einleitendem Vorworte 
von Dr. H. Hitter von Wittek-Geheimer Kat. Vienna. Manz. 
Pp. 167. 

fA translation of the well-known work which was reviewed in tho ^cokomic 
JOUBNAO, U)05. Tho translator, while not regarding the author s views of railway 
policy as perfectly “ ortliodox,” bestows on him much deserved praise.J 

CuuEL (Dk. Franz). Zur Tiehro von den Bediirfpissen. Inns- 
bruck : Wagner. 1907. Pp. 320. 

[“Theoretical investigations upon the borderland between economics ana 
psychology” is tho secondary title.] 

(tutman (Julius), tlher den amerikanischen Stahltnist JMit 
Beruchsichtiguiig des deutschen Stahhverksverband. Essen ; 
Boldehor. 

Hainisch (Dr. M.). Die Enstehimg des Kapitalzinses. Leipsic : 
Deutsche. 1007. Pp. 112. 

TIasenkamp (Adolf). Die Geldverfassung und das Notenbank* 
wesen der Vereinigteii Staaten. Jena: G. Jischer. Pp. 213. 

Kalinoff (Dr. Dimitri). David Ricardo imd die Grenzwert- 
tbeorie. Tiibingon : Laupf. 1907. 140. 

[A careful study of Ricardo’s Principles, on which light is shed from his Letters 
and from Gorman philosophy.] 

Meijeks (E. INI.). Kleinindnstrieten plattou lande. (.Bureau 
voor Sociale Adviezen. I.) 1906. Zwolle: De Erven. Pp. 71. 

Mombert (Du. Paul). Studien zur Bevolkerungsbeweguug in 
Deutschland in den letzten Jahrzehnten rnit besonderer fknaick-* 
sichtigung der ehelichen Eruchtbarkeit. Karlsruiie : Braunsch. 
1907. Pp. 280. 

Miller (Dr, .\Lors). Die Gomeinden und ilir Finanzwesen in 
Rmnanien. Jena : Fischer. 1906. Pp. 186. 

Voigt (Prof. A.). Die sozialen IJtopien. luinf Vortriige. Loip- 
sic : Goschen. Pp. 254. 


Calderoni (Mario). Disarmonie Plcooomiche e disarmonie 
Morali. Florence ; Lurnachi. 1906. Pp. 110. 

[The extension of the Ricardian theory of rent ” announced in a secondary title, 
leads on to “marginality in morals,” the moral “law of indifference,” and other 
analogical conceptions.] 

Fontana-Kusso (Prof. L.). Emigrazione di Uoinini ed expor- 
tazioue di Merci. Roma: Unione Cooperative. 1906. 

[Reviewed above.] 

Fraccacreta (Dr. A.). 11 Movimento operaio nell’ agricoltura 

francese. Naples : L. Pierro. 1907. Pp. 168. 

Gerbino (G. de F.). Commercio internazionale o politica Com- 
morciale. Palermo: Retser. 1907. Pp. 475. 

Gobbi (Prof. Ulisse). II prezzo corrispoDdente al costo come 
criterio di Giustizia Sociale. Milan: Reberchini. Pp. 9. 

NarduGreco, Socialogice Giuridice. Turin: Bocca. 1907. 



THE ECONOMIC JOURNAL 


JUNE, 1907 


THE BUDGET OF 1907 CONSIDEEED WITH 
SPECIAL KEFERENCE TO THE INCOME TAX. 

ItBGAUDED as the first definite exhibition of the constructive 
financial policy of the present Government, Mr. Asquith’s state- 
ment was (a')rtain to prove somewUat (lisapjx)inting to extren^ists 
of all sections. The financier resixmsible for the due adjustment 
of a nation’s expens(^B and revenue must move with a caution 
that disgusts the propounders of social and fiscal panaceas. 
Judged, howev( a* , by the true test — conformity to the canons that 
long exp('rionce has established — the Budget scheme deserves 
decided, even if qualified, approval. Put shortly, its salient fea- 
tures are : (1) a liberal appropriation towards the reduction of debt 
(after allowingl'or cross items, nearly £M0,(XX),000 for 1906-7, and 
a still larger sum for the present year) ; (2) the provision for 
placing on the (Estimates of each year the outlay on public works 
that has in tlie la,st hfteen years been met by short-term loans ; 
(3) th(i retention of the existing indirect taxation ; (4) the conces- 
sion of a rebate in the income tax on the earned portion of in- 
comes under T2,()00; and (5) increased progression in the estate 
duty, under which the millionaire’s estate will pay 10 per cent, 
instead of 8 per cent., and that of the multi-millionaire may 
approach to a payment of 15 per cent. These actual features 
must be taken in connection with the hints or promises of further 
change. For the Chancellor of the Exchequer has had the 
courage to regard his .Budget as being but one link in the chain 
of |inancial policy which an Administration with a powerful 
majority can develop. One of these alterations is to be the 
abolition' of the system of assigned revemies for local purposes, 
introduced by Lord Gosdhen in 1888, thus carrying out the 
No. 66. — VOL. XVII. N 
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minority Eeport of Sir B. Hamilton and Sir Gr. Murray on Local 
Taxation. An equivalent is to be provided from the Consolidated 
Fund,* so that the form of the public accounts will be improved, 
while local finance will not suffer. Again, a new head of expen- 
diture is to be introduced in the creation of a limited kind of 
pensions for the aged. The large debt appropriation for 1907-8 
is in future years to yield the nucleus of the amount required for 
this purpose. 

It thus apixvirs that as the lludg(^t of 1906 was preliminary to 
that of 1907, so is the latter to find its fuller development in 
1908. It is evident that two com}>licated measiires'—a Local 
Taxation Bill and an Old-Age Pension Bill-will liave to be run 
along with the Finance Bill of 1908, if the scheme arranged for 
that year is to b(' completed. To turn to the most im|X)rtant 
change introduced in this year’s measure, it must be remembered 
that the recognition of a difference between earned and unearned 
incomes is the latest result of a lorig series of discussions. When 
Peel revived the income tax as a temporary expealient, it was 
reasonable to claim that precarious incomes should not pay as 
much as permanent ones, since, as the period of levy was limited, 
all incomes in existence during that period w(u*c taxed, and some 
might cease at the moment of the reliiujuishment of the tax. 
When in the cours(5of tinier, and almost unconsciously, the income 
tax became a permanent part of the tax system, this chiim lost its 
force; in Mill’s words, “All attempts to establish a claim in 
favour of terminable incomes on nurnericuil grounds nw mani- 
festly absurd.” But, to follow the authority just (juoted, ii new 
plea in favour of temjx)rary incomes, based on the gre^ater need 
for saving on the part of their holders, comes into view, and it 
is this side of the matter that impresses popular o|)inion. In the 
elaborate discussions before the Committees of 185*2 and IBdl the 
difficulties of drawing the line between the two classes of income 
and the comi)licatcd administrative rules that would be needed 
were urged by Gladstone and Lowe, and their view prevailed. 
The increase in the rate of the income tax in recent years (5(i. 
was regarded as the normal level by Childers and 8c/. by Lord 
Goschen) has brought about further agitation of the question. 
Moreover, the growth of indirect taxation has added weight to 
the distinct but related claim for graduation in the income tax as 
a whole. Duties on tea and sugar may be regarded as the equiva- 
lent of a tax including the smaller incomes ; and their increase 
in the last seven years has made fresh steps in the -degressive 
system almost unavoidable. The Rfipcjrts of Mr. Ritchie's and 
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Bir C. Dilke’s Committees have also helped to brings the 
administrative and theoretical problems into a more de- 
finite and practical form ; they have also suppliec/ valu- 
able materials for comparison with other countries. That all 
these influences should have only resulted in the modest 
allowance of a rebate of 25 per cent, on earned rcceiptt^ within 
the limit of incomes under T2/)00 is at first surprising; 
its. explanation is found in the special circumstances of the situa- 
tion. As Mr. Asquith explained, the income tax is at once “ one 
of the most productive and one of the most delicate parts of the 
British tax system. The extension of abatements and the higher 
rate of charge have both increased the labour of effective ad- 
ministration. As over 60 per cent, of the payers of income tax 
receive allowances, it is evident that the pressure on the 
machinery of the system is great, and is bound to increase as 
degression is developed. Mr. Ivitchie’s Committee further showed 
that greater strictness in requiring returns was necessary ; but 
this means exti'a work and an increased staff ; it also tends to 
produce friction with the taxpayers. Indeed, one of the great 
objections to the adoption of progression is the greater strictness 
that it involves. The provision in the present Finance Bill is 
probably designed to, at all events it will assist in, the application 
of a progressive scale to the higher incomes. Tlic particular 
concession made to earned incomes leads by its method to volun- 
tary dueJarations in all cases coming under its scope, and its 
extension in later years would be comparatively easy. Bir C. 
Dilke’s Commiltce, though it was not prepared to follow its 
chairman’s recommendations, appeared to favour extension of 
the abatement limit to .£2,000, and to regard £3,000 as the suit- 
able limit for c.onceBsions to earned incomes. As the Budget 
scheme is mild in its actual pro[X)Bal, it carefully avoids the de- 
vice of a super-tax on the larger incomes, and coniines it to tlic 
chief inheritance tax — the estate duty. The idea of continuity in 
time which is indicated is accompanied by that of correlation 
between the several parts of the system of direct taxation. Just as 
the Prussian property tax is called “complementary “ {Ergdnz- 
ungssteuer), so is the estate duty recognised as a corrective to 
any undue pressure of the income tax on labour and ability. Sir 
H. Primrose’s evidence to the Income Tax Committee was to the 
effect^ that the estate duty alone on properties yielding £40,000 
income would be equivalent to an income tax of 2s. in the £. 
Kegarded in a broader way — as will be possible under the resump- 
tion of that part of the estate duty now allotted to the Local 

N 2 
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Taxation Acoonnt—the yield from income and property is about 
£ 56 , 000 , 000 , of which over 60 per cent, comes from income, some- 
what'iess than 40 per cent, from death duties. The latest adjust- 
ment will relieve income at the expense of property without 
affecting the total charge. The general line of {X)licy is clear 
enough; it is, in fact, a development of the principles of the 
Harcourt Budget of 1894, though the application takes a different 
form, which will be more pronounced in the further expansions 
that may be expected. 

Far more important than th(^ particular alterations is the general 
line marked out for English finance so long as it is under Ijiberal 
control. Tliis may bo said to b(^ a retention of the Gladstone 
tradition, with modifications to fit in to modt'rn conditions. 
The cliief of these modifications is the recognition of the income 
tax as a ])ermanent and highly valuable part of the British 
revenue system. But though this seems contrary to Gladstone’s 
rooted idea that an income tax was a temporary or an (unergency 
expedient, it is in reality the normal outcome of his financial 
administration. He had inherited from Pitt and Peel the con- 
ception of a great reserve for war or deficits and fiscal reform 
stored up in the power of levying a charge on income. It was a 

giant who had once shielded us in war,” and who had been 
” called forth from repose to come and assist our industilous toils 
in peace.” The continued employment of the tax and its effec- 
tiveness as an ageiit of reform helped to make it indispensable. 
It has been well said that ” while Mr. Gladstone’s dream was 
to repeal the income tax, his fiscal reforms and his financial work 
have tended to make it permanent.” It was through the ex- 
tended use of the income tax that most of the o[)pressive taxes on 
commodities were removed {c.g., the remission of the corn duty 
by Lowe in 1869 and the removal of the similar duty in 1903 
were both balanced by income tax changes^), and the indirect 
taxation limited to articles that were really prooluctive. Thus 
the permanent employment of this form of taxation is intimately 
connected with the substantial elimination of Protection, which 
was one of Gladstone’s great achievements. 

The course of movement in England is paralleled by that in 
other countries. Financial pressure and popular views of justice 
have combined in making the proposal (in most cases the adop- 
tion) of income taxes a feature of finaiicial reform. Either by 
the central government or by the parts of a federal union the pro- 

1 Curiously enough, the duty at each period appears to have* been roughly 
equivalent in yield to an extra penny in the iirtiome tax. 
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cess of introducing a tax on net revenue has become almost 
universal.^ The methods employed differ decidedly; but ^ the 
English tax, the oldest of all, heads the list in prodiictivcne:?^j and 
in lightness of pressure on the individual payor. To preserve these 
valuable features while at the same time according due recogni- 
tion to the plea for more accurate distribution of the burden is 
perhaps the greatest task of the finance ministers of the future. 
Beside the scientific policy of adhering to the canons of sound 
finance, there are two contending schemes of financial adminis- 
tration. One of these would enlarge the income and property 
taxes by the vigorous use of progression, say, 10 per cent, on 
incomes over £5,000, 20 jw cent, on those over £10,000, and 
35 per cent on those exceeding £40,000. 8ite values and 
other “opportunity” gains would pay further special contribu- 
tions. Indirect taxation would be corres|X)ndingly reduced, and 
“ social reform ” would take the place of “ the Services ” as the 
principal causes of (expenditure. ('ontrasted with the existing 
system this plan of finance raises the two questions of : (1) its 
[)ractical possibility ; and (2) its ulterior results. Under the 
former lu^ad there can be no question that, apart from the poli- 
tical difficulties, the work of assc^ssment and collection would be 
extremely arduous. All the official ovidience sujq')orts the a priori 
view that heavy special taxation tends to driv(' away the “ object ” 
taxed, and that this is emphatuailly true of tlio intangible 
elements that form so great a. part of the bigger incomes. Only 
by gradual and cautious experiment can the amount that pro- 
perty will bear be ascertained. Any hasty atlvarice might easily 
lead to a collapse of the whole system. Equally serious is the 
possible effect on the economic progress of the socicAy. ulti- 

mate productional influeucc may be the cessation of growth on 
the part of capital, accompanied by the loss of all further improve- 
ments in the agents and methods of industry. The* “ politico- 
social ” view* of taxation is hardly reconcilable with the strictly 
“ financial ” one. 

On the other hand, there is the widely-spread idea that the 
growth of income and projx^rty taxes should be checked, and that 
the system of indirect taxation should be so extended as to in- 
clude a much greater number of articles, giving, as it is said, “ a 
broader basis of taxation.” Such a scheme of taxation, when 
advocated a half-century ago by Come wall Lewis (who, however, 
was quite free from any of the Protectionist leanings that are 

X ** alone of the great nations has not taken part in this dovelopmep^ 

w Mt Qaillatu?:’s statopient, 
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characteristic of its modern supporters), excited Gladstone’s 
keenest opposition.^ The {)olicy of the present Budget is in this 
respect, essentially Gladstonian. The sugar tax even has been 
retained for the present only on account of its high yield. The 
diffusion of taxation over a large nunil)er of commodities (quite 
apart [i;om any preferential or ]>rotective devices) must have the 
broad effect of placing a hoa.vier burden on the mass of consumers, 
while it enhances the cost of collection and increasfe the impe^di*- 
ments to trade. It stands in sharp o])j)osition to what may be 
calli^d the Socialist ideal of taxation, though in common with it it 
is eminently capable of being manipulated for politico-social ” 
ends, and if ever adopted might easily lead by reaction to the 
most drastic taxation of propertiy. Tinance, it must be remem- 
bered, is the counterpart of general ]io1icy. Baron Ijouis's cry "has 
been on the lips of many a minister of finance ; but the connec- 
tion has never b('en more clearly shown than in England at pre- 
sent, and it is hardly to l)e disputtal that tlie cai’dinal points in 
issue are : (1) the treatment of the income tax ; and (2) the 
handling of expenditure. It is round these tluit the coi\tc^st will 
centre, and it is by their treatment that the ca}>a(‘.ity of English 
statesmen will be judged. 

C\ F. Bastablb] 

^ “ All impious opinion of tliiK nort,” .sa-ys Mr. Morlcy, “kindled volcanic flame 
in Mr. Gladstone’s breast,” — (llndstove^ Hk. iv., oh. 8. 

“ FaiteS'inoi do bonne politique ot je vous ferai do bonnes finances.” 



THE ENGLISH ASPECT OF THE SMALL 
HOLDING QUESTION.' 

There arc two main points of view at present current as to 
small holdings amongst those who recognise the desirability of 
their extension ; one is that, although such an extension may be 
desirable for many reasons, it is not possible under our present 
agricultural and fiscal conditions ; the other is that an extension 
is feasible on certain specific lines as practised on the Continent, 
which have only got to be demonstrated by experiments for them 
to be taken u|) in this country. 

The object of my paper will be to suggest an emphatic denial 
•to the reasoiRiblciKiSs of the first view, and to show a n'asonablc 
disagreement with the second. I may as well state at the out- 
set that 1 am only a, farmer and not an economist, and I merely 
wish to present to you, as economists, the facts wliich have 
presented themselves to me in the course of careful investigations 
in the rural districts of England. I would further venture to 
offer for your consideration a point of view •which has been the 
outcome of tliis investigation, and is based on an aspect of the 
question which so far appears to be ignored by those who take this 
matter up. This point of view is that it is sufficiently demon- 
strated in England already that the small holding system, when 
given free play, is an economic success; that where it has appar- 
ently failed 7t is due to the fact that those economic causes which 
affect the existence of small holdings, from the standpoint of 
profit, have been restricted by our system of land laws and 
customs : that is to say, by the prevalence of large estatep, entail, 
primogeniture, and cost of land transfer, not to speak of the 
amenities accompanying possession of land in which sport takes 
the foremost place. 

It follows from this that to establish small holdings to a 
greater extent on a sound economic basis, either these artificial 
conditions must be wholly or in part removed, or the small 

^ before the Oon^reSs of the Royal Rconomio §Qoi©fcy, 190L 
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holding system must bo protected by counter legislation. To 
conclusively prove my point I should first state rny case for 
asserting that small holdings are economically sound when the 
forces effecting them arc allowed free play. 1 would then be in 
a |X)sition to go on and say, this being the case, what aic the 
lines on* which their extension can be carried out. T am per- 
fectly prepared to maintain this assertion, whicl) is founded 
merely on observation of actual facts, which anyone can go and 
see for himself to-day ; l.)ut the limits of this paper do not allow 
me to do more than allude to it in general terms, without giving 
the exhaustive proofs which I have at my command, and I 
propose, therefore, merely to confine myself to th(^ consideration 
of how these facts should influence our future action in regard 
to a further extension of small holdings. 

We have first to consider what are the data wc have to go 
upon. Small holdings are not a new experiment in England; 
they exist more or less universally over the country, and their 
occurrence is due to many varying causes. For the purposes of 
my argument they can best be divided, according to their origin, 
into three classes. 

First there are the survivals of ancient holdings ; these hold- 
ings were made largely in the first instance by squatters, or by 
tenants holding long leases of uncidtivafi^d land at a nominal 
rent ; these men got the land into cultivation and erected their 
own houses. The creation of further holdings mider such 
methods not being possible thc^y have not much to offer us in 
the way of suggestion as to further extension. 

A second class of holdings arc those which have arisen 
naturally in more modern times, owing to the presence of suit- 
able conditions. We have many instances of these in market 
garden and fruit-growing districts, which have been opened up 
or extended in the last fifty years. In these places we invariably 
find that the ordinary commercial transactions in land arising 
from supply and demand have been unham]:>ercd by any of those 
conditions due to our land systems, which so often prevent any 
extension of small holdings in this natural way; that is to say, 
there has been an absence of any very large landowner in the 
district, and the land has been held in a way which brought it 
naturally into the market in the course of years in manageable 
quantities. This type of holding only serves to indicate the 
vast possibilities of a natural growth of holdings on a purely 
economic basis, if such conditions of land tenure were more 
universal. No doubt there are very mSny areas where an exten- 
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sioD of holdings is only prevented by the results of our land 
system ; but while this land system exists a study of th^i^ class 
of holdings cannot help us further towards ideas as to a more 
universal extension. 

The third type of holding can be classed as experimental, 
whether started as a result of private venture or under legislative 
action. It ^ this typ(3 which is of special interest to us, being 
as it is on the only lines of future progress. 

To know what exactly are the best lines for such future 
endeavours we must be quite clear as to what arc the conditions 
necessary for succc'ss ; one arrives at what these conditions are 
by a study of those under which existing holdings seem to 
flourish. 

As it would take too long to make a thorough and exhaustive 
study of the conditions necessary for success, I am going merely 
to consider them in a general way in connection with certain 
current fallacies with regard to them, always bearing in mind 
that wdiat w^e w'nnt to arrive at is the method of extension. 

The first of these fallacies is that most of the land in Eng- 
land is unsuitable for small holding cultivation, and that small 
holdings can only succeed under rather special conditions, which 
are not to be found in more than a few favoured localities. 

If it w^ere always necessary to get an entire living olT the 
holding there would be some truth in tliis statement. An entire 
living imjdics a large production off a small area, or the pro- 
duction of produce whose price wdll admit of a relatively large 
outlay on capital and labour ; this would* mean that the soil 
must be very fertile, or that the climate must be propitious for 
early crops, or the land must be situated near some market 
where the relatively high price obtained for the produce pays 
for the extra expense of labour and manure entailed in the cul- 
tivation of poorer soil. 

In so far, therefore, as small holdings are looked ui)on as 
supplying an entire living, there is truth in the statement that 
under present conditions much of the land of England would 
not be suitable unless tliere wxto the favourable circumstances 
mentioned above. But it is a dangerous truth — because it is 
only a grain. I have said under present conditions advisedly, 
because Denmark has shown us how ]X)or soil and late climate 
anc[ a market no nearer than London have been no deterrents 
to its small holding cultivation, when this cultivation and the 
subsequent disjx)sal of produce are made the object of scientific 
organisation , * 
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It may well be asked, if Denmark has done this, why can- 
not proceed on the same linos? There is a strong feeling 
about tnis amongst a. certain class of philanthropists and re- 
formers at the pres(int time which is finding expression in the 
formation of small holding colonies; these areas arc cut up into 
arbitrary. three or fiv(^ acre plots, and arc expected, regardless 
of surrounding coruliiions, to yield livings by the adoption on 
them of Continental inetliods of cultivation and disposal of 
produce. These exj)erirnents will ccu’tainly be regarded with 
interest, and will, without any doubt, be remarkable as object- 
lessons one w\ay or the other. But to me this arbitrary crea- 
tion of holdings which have not grown out of the natural con- 
ditions of the country — this forcing of a set of conditions on 
circumstances not grown up wnth them, and, in so many cases, 
alien to them, can never solve to a universal extent the problem 
of the extension of small holdings in our country. 

I will endeavour to give my n^asons for holding this view 
as shortly as ]>ossible. It will be necessary first to show how 
we differ from Denmark. 

I have said that in considering conditions of success the 
presence of certain special conditions wris o?ily necessary w^hen an 
entire living had to be earned off a small holding ; but in Eng- 
land, perhaps, the most important part that small holdings have 
to play is in their coniuxTion with other forms of employment — 
a conTK'ction which makes it possible to follow the other form 
of employment to a gr(iater advantage, while at the same time 
the land is practically^ getting the benefit of the capital derived 
from another source. We have in this an advantage which 
Denmark does not possess. Denmark is a purely agricultural 
country ; there are no mines, no industries to speak of, and 
her large towns are few. She is practically dependent on her 
soil; her problem, therefore, is how to manage her little bit of 
land so that, despite of jxDorncss of soil, absence of mcirkets, and 
backwardness of climate, it will provide an entire living for the 
bulk of her inhabitants. She has done this by stringent legisla- 
tion for preventing the aggregation of land in the hands of a 
few, by reducing the cost of production to a minimum, and by 
organising disposal of produce so as to receive the maximum 
for it. 

But now let us compare our case. Unlike Denmark we have 
certain tracts of soil in England which are so fertile that their 
natural productivity can supply an entire living on a small area 
even whex'e other advantages are absent and no specially organ- 
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iBed methods exist ; wo have tracts where sheltered climatic con- 
ditions produce the same result; we have manufacturing towns 
supplying local markets in widely diffused areas. Where these 
conditions exist small holdings are remunerative on their own 
ineritB and without any of the methods of organisation such as 
are absolutely ess(^ntial in Denmark. They encourage •our indi- 
vidualistic methods. 

But suefi tracdus where tliese favourable coirditions occur are 
comparatively few; most of our land is as unsuitfible as the 
soil of Denmark. And yet wo find small holdings in large 
numbers flourishing, and a population attached to the soil on 
these seemingly unsuitable^ areas. This is the case when the 
surroundings are such that small holdings are valuable as ad- 
juncts to another form of occupation ; and this form of adjunct 
is so varied, and, therefore, is possible under so many varying 
conditions, that wo arrive here at the reason why small holdings 
can, in all prol)ahility, be established successfully all over the 
country ; and the assertion that special conditions or Danish 
methods arc nec(5ssary falls to the ground. 

This possibility of success for small holdings under conditions 
not favourable to actual small holding cultivation makes it easier 
to establish them on a large scale all over England on a sound 
basis; i.c., a basis of profit both to the cultivator aaul the owner; 
but, on the oth(;r hand, there is no doubt that it does stand very 
much in the way of (‘.stablishing a system of cultivation on the 
Danish lines. English consciwatism prevents a change of 
methods while people are getting along jrll right as they are, 
however much that change might add to their prosperity ; 
systems, therefore, of co-operation are hard to induce on such 
areas where time-honoured and strongly-planted individualistic 
methods have first to be uprooted, and all those organisations 
arising from individualistic methods, such as the middle man, 
present a Strongly organised front to the attack. 

Our problem, then, differs from Denmark’s in this : it is not 
that, primarily, of how to make a small area yield a living; it 
is how to undo the immense evil which our customs and land 
laws have created in the country by tending to withhold the land 
from the people who could turn it to profit, and so afford a natural 
supply to the economic demand created by the benefit which 
small holdings confer on such a large and varied class of the 
community. 

As it is, this demand is either not supplied at all; in which 
oases the trained agricultilrist is forced up to towns, where, being 
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more able-bodied, he displaces some town-bred weakling, who, in 
his turA., is sent out at vast expense to the country to a labour 
colony and trained in digging ; if ho proves moderately success- 
ful at this it is suggested that (rovernment should provide him 
with the small holding, which they have practically denied to 
the naturally-trained and able-bodied countryman. 

Or, to take the case where attempts have been mac'^e to B\ipply 
this demand in an artificial manner, such as through a county 
# council, evils arise and have to be giiardc'd against which would 
not occur if the demand was supplied by ordinary commercial 
methods. Just to give an instance, the chief of these evils is 
the selection of the wrong tenant, a circumstance quite fatal 
to any success. In a natural system of supply the right man 
automatically works his way to the toy) — and what he acyjuireB 
he does as a. result of his own industry and thrift. But in any 
system of artificial creation of holdings, faulty human judgment, 
or, perhaps, political or yrrivate considerations, take thc^ place of 
the natural selection, which selection in itself fC^ises out of the 
same economic laws on w^hich are based the whole of the re- 
maining working-out of the system. 

I am arguing that our problem is nrimari;^ how to supply a 
demand that exists ; in sticking ])uref1f to this point I do not 
wish to be taken as disparaging the idea of introducing systems 
of intensive cultivation and co-operation ; this 1 look u}X)n as the 
next step, and an essential one when, small holdings being more 
universal, there is greater competition. But 1 do want to em- 
phasise the point of view that the first thing to do in England 
is to get those places supplied w^hero small holdings are run on 
. known lines, and where men are still clamouring for land. En- 
deavour, perhaps, as a collateral stey) to induce co-operative 
methods, &c., here; then, when such systems are established 
and their benefit realised, it will be easier to extend them to 
those areas where, as in Denmark, there are no outsid'6 helps for 
carrying on small holding cultivation, and where, therefore, an 
attempt to introduce small holdings at present would be to court 
disaster. 

To return, therefore, to the really momentous question, the 
supply of holdings. I have indicated that, in those places which 
do not hapy)en to be specially hamy)ered by the results of our 
land laws, other conditions being suitable, small holdings develop 
as a natural process on ordinary commercial lines. As instances 
of these I would mention the fruit-growing districts of Cornwall 
and of Cambridge, and the markdt-gardening districts of 
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‘Evesham and of Bedfordshire; the seed»growing districts of 
Essex at Coggeshall and Tiptree. Here the mere fact tl^t small 
holdings are so remunerative to cultivate as small holdings puts 
a value on small areas of land which is relatively very much 
higher than that of larger areas, and the result is that land is put 
into the market, whether for sale or hire, in those lots which 
are not beyond the reach of the small man’s capital, whether this . 
be in the form of cash or his own labour. 

But we have got to face the fact that the possibility of such, 
natural growths to a universal extent is iin{X)ssible. Our land 
system' will not be radically altered in our day. 

We must, therefore, fully recognise that, in spite of its at- 
tendant evils, the creation of further holdings must be estab- 
lished artificially. The old original holdings created by the small 
holders’ own labour without the aid of capital have been swept 
away largely by our own legislation ; the conditions have 
changed which made tladr clu^ap creation possible ; our legisla- 
tion must, therefore, reinstate them ; and the price wo must pay 
for the retention of these old damaging laws is the amount of 
loss likely to be incurred by the artificial creation of a system 
which, were economic law^s allow'cd free play, would cost us 
nothing. 

But having recognised the fact that in one sense the re-crea- 
tion of small holdings must be done by artificial means, surely 
we must endeavour to make these means adapt themselves as 
closely as is possible to the actual requirements of the case as it 
stands at present, and approximate our methods as near as f>08- 
siblo to what would be a natural supply to the existing demand. 

I contend that this is not done by establishing colonies on new. 
and experimental lines, and trying to superinduce on the rural 
districts a system which is entirely foreign to all the other forces 
acting on tliem. These colonies have their value as experi- 
mental sttitions, and there their value ends for the present. 

Meanwhile, what is the state of things which is calling out 
for immediate and pressing reform? 1 have been up and down 
the rural districts in England, from Northumberland to Land’s 
End, from the Norfolk coast to Wales, and I know the land hunger 
of the counties whose county councils announce that the re- 
quirements of the district do not justify them in putting the Act 
into operation ; and by land hunger I do not mean the vague 
aspirations of the ignorant loafer, I mean the unsatisfied demand 
of the -skilled trained workman who only asks for his raw mate- 
rial. I am distinguishing between the man who, as they say at 
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Evesham, is born ‘‘ with a fork in his hand ’’ and the man who 
is “ bd^rn tired.’' I maintain that as far as anything in the 
nature of an experimental supply has gone, it proves that where 
it is wisely done and in answer to local demands it is a success ; 
as instances of this might be mentiom'd the county council 
holdings *of Worcester and Lincoln and Norfolk, and the colony 
of holdings initiated by Major Poore at Winterslow; but where 
such exjx^rimont6 have been apparently a failure, such as was 
the case with Lord Wantage’s Small Farm and Labourers Land 
Company, and in the case of inert county councils or those whose 
attempts have not been wholly successful, I wish strongly to }X)int 
out that the failure is due not to the fact that there is no ade- 
quate sound demand which w^ants supplying ; it arises because the 
supply has been offered under such terms or in such a way that 
the really shrewd comi>etent small holder knows better than to 
make use of it ; and that the applicants who do come forward 
are generally not the satisfactory type of man which the experi- 
ment was framed to help. Take the case of Feargus O’Connor’s 
settlement near Oxford, or the holdings originally started by 
Lord Wantage’s T.jand Company near Cambridge. There were 
shrewd local men who, though anxious for land, were wiser than 
their would-be helpers, and refused to take the land on wliat 
they knew to be unreasonable terms; these are the men wFo, 
if you go dow'n there now, you will find oii this same land making 
not only a living but a fair competence. They had waited 
quietly until the failure of the company in each case had necessi- 
tated the land being ‘offered at its proper maiket value. These 
men were here all the time wanting land — yet at the time the 
Land Company was starting, we hear that there was ]io demand 
amongst local men. Arguing partly from what 1 have seen in 
this direction I would put forward this suggestion : that the 
nation must be prepared to undertake, to a certain extent, the 
cost of the re-creation of holdings ; the men cannot* under all 
conditions, be expected both to pay for the equipment of their 
holdings and at the same time be getting a living from them, 
although in many cases this is possible. Once created, these 
holdings can be run without doubt on a sound financial basis, 
but I argue that, taking into consideration that the economic 
forces connected with them have not free play, it is not fair to 
estimate their economic success in a way which includes the cost 
of their initial creation. I am not going into the actual question 
of legislation, because I understand that is to be dealt ‘with in 
another paper. But in the framing of^any policy I would urge 
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that the rather special natural advantages of our country should 
be more fully considered, and legisJation framed to fos^r the 
results of favourable conditions, such as the conjunction of the 
land with industries arising from these natural advantages of a 
commercial and manufacturing nation ; our agricultural pursuits 
should be interwoven with our manufacturing and industrial pur- 
suits ; the letter should not merely prove, by the counter attrac- 
tion of higher wages, to bo the stumbling-block to an introduc- 
tion of Continental methods, which have arisen from the fact 
that there was no alternative but the soil. 

Whore economic forces have been allowed free play we in- 
variably find that the instinct of the English small holder is to 
combine his agricultural Vvwk with some form of wage-earning 
employment; and, in like manner, the industrial workman in- 
stinctively looks to his small plot of land to fall back upon in 
slack times. We se(‘- the capital derived from other sources of 
employment put into the land as into a bank, until the small 
man has equipped bis holding and esta-blished himself on a firm 
footing ; then he can give u}> his other employment and depend 
entirely on the land. This is a natural process which is being 
worked out at this moment in many parts of England, where it 
can struggle free from the results of damaging legislation. 

li. Jeuu 



GOVERNMENT AND LAISSEZ EAIRE. 

The writings of English and American economists have lately 
begun to show a more lively interest in the fundamental problems 
referred to by the title of this article. I have often felt that the 
efforts of German research to do justice to these questions, 
and the achievements contributed by German administrative 
institutions to their solution — so far as solution from this side 
is feasiblc—have not met in England and AiruTica with the 
appreciation they deserve. The following pages aim at throw- 
ing a little light on these achievements, in the hope of dispel- 
ling some of the most conspicuous misunderstandings that exist 
on the subject. 

A little while ago I read the following, by an English 
WTiter : — “One of the f(^.w things which every German knows 
for certain about IGigland is that there are a million people in 
London living in extreme poverty on the verge of hunger.” I 
am of opinion that \vhen sci(uitific men of diherent nationalities 
are discussing the subject-matter of their common science, they 
would be well advised to disregard completely “ the things that 
evei^y German knows about England” and “every Englishman 
about Germany.” When Edmund Burke in his “ Reflections 
on the Revolution in France, intended to have been sent to a 
gentleman in Paris,” wrote: — “I have often beeii astonished 
considering that we are divided from you but by a slender dyke 
of about twenty "four miles, and that the mutual intercourse 
between the two countries has lately been very great, to find 
how little you seem to know of us,” he was content with the 
limited audience consisting of these “gentlemen in Paris” for 
whose instruction he was writing. Their views provided him 
with ample material for his dissertation, and he did not find 
it necessary to inquire what every Frenchman might know 
about England. 

It must be admitted that there is* a tendency among foreign 
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critics of German affairs to select for their consideration pre- 
cisely those institutions to which the dictum that distance 
lends enchantment to the view is least appropriate. And this 
is especially the case with the more recent developments in- 
augurated by the foundation of the German Empire. If this 
were only an instance of the kind of vulgar ignorance which 
characterises the beliefs of any nation respecting the conditions 
of life among its neighbours, we should let it, pass ; but it is 
unfortunately a constantly recurring feature of the judgment 
passed on Germany by the scholars of foreign countries. In 
the interests of scicmce no pains should be spared to bridge the 
gulf that must exist between different states and countries. 
The TiK^ans at our disposal are, first, an exhaustive study of the 
published records, official sources of information, or scientific 
writings of the foreign country, and secondly, a thorough per- 
sonal investigation of the a.ctual conditions, which the literary 
studies are only intended to su])plement. These tasks, we may 
safely maintain, have been fulfilled much more adequately by 
the German scholar in England than by the English scholar 
in Germany. Nor is it at all likcdy that this unfavourable 
comparison could be justified by the claim that German re- 
search lias much to learn about England, while England has 
little to learn about Germany. There is no basis of fact to 
warrant such an excaise, which must be relegated to the category 
of things “that (very IGigiishman knows about Germany.” 


II 

It does not, how^ever, fall within the scope of this article to 
follow out such a line of thought, and I propose to limit myself 
to economic questions. These, however, inevitably lead to 
wider issues as soon as the}'- are considered in relation to the 
great problems whicdi have led me to write this article. 

There is a widespread fallacy which is to be met in England 
and America as w^ell as on the Continent — which has indeed 
gained credence all over the world. This is the identification 
of political with economic liberty, the popular view that the 
two are closely connected and mutually interdependent. An 
illusion this, which is effectually dispelled whenever a French- 
man, German, or Italian lives through his first Sunday in 
England^ or, better still, in Scotland, and finds himself bereft, 
in this home of liberty, of* all means of satisfying the elementary 
No. GO. — VOL. XVII. o 
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human need of meat and drink. How often have these disap- 
pointed men exclaimed in indignation: “And this is called a 
free c\)untry ! “ 

And yet England deservedly called itself a free country at a 
time when, besides the old Puritan Sabbath, restrictions very 
different in severity from those of to-day limited the freedom 
of economic life. Still, this country, with its traditional liberty, 
adapted itself very successfully to the far-reaching new" restric- 
tions which limit economic freedom in the British Empire of 
to-day. A state of things which leads us to the conclusion that 
political liberty varies inversely with economic liberty, or, at 
any rate, that the former paves the way for the restriction of 
the latter. 

The fact is that political and economic liberty are essentially 
dissimilar. The most complete recognition of this truth is ex- 
pressed by the ‘'free democratic state” of Marx and Engels’ 
communistic manifesto. Here we have thoroughgoing political 
liberty in conjunction with the most extreme restrictions of 
economic liberty ; |X)litical power of the social democratic order 
absolutely vested in the state, while the individual as such is 
deprived of all initiative in the economic s(rise. This abstract 
combination, however, only serves to emphasise the dissimilarity 
of the twm conceptions. There is, indeed, a point where it 
becomes clear that they have a common root. The Utopian 
eleiiumt in Marx’s “free democratic state” is this supreme 
power vested in a free people. What are the facts as compared 
with the theorist’s Utopia? What is the lesson taught by the 
experience of English politics, or by the history of the Swiss 
Canton ? 

There is in all ages and in all places an enduring and un- 
avoidable conflict between individual liberty and political |:)Ower. 
No community, however small, can dispense with wsome form 
of rule to which every man must submit; but, qn the other 
hand, each individual free citizen would like to impose his will 
on the community. An ordered state, therefore, can only exist 
in virtue of a compromise between rule and liberty. In the 
primitive communities of the Germans, as described by Tacitus, 
we find all the power in the hands of distinguished clans and 
popularly elected leaders. Where the political constitution of a 
state approximates to this primitive arrangement, where the 
conditions are simple and the tasks of the government modest, 
there is in consequence little opportunity for the development 
of the ruling function, and the opposition between political rule 
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and economic freedom is correspondingly inconspicuous. Hence 
the affinity of Switzerland, more especially of its {^ncient 
characteristic cantons, to these primitive conditions. Here there 
is no royalty and no professional official class. The t^eople still 
assemble, according to the old custom, in the open air on speci- 
fied days in the year; settle their laws and elect their •leaders, 
whom they j^refer to choose from a good old stock. Even the 
judges of to-day are usually not lawyers of erudrtion, but simply 
men chosen from the people. But even here the increase in 
the magnitude of public affairs has wrought a change, which, 
in the larger and more modern cantons, and, moreover, in the 
associated Federal State, might almost be called a transforma- 
tion. One of the most characteristic fc^atiircs of the new regime 
is the creation of an official class, or, as it is often disparagingly 
called, a bureaucracy. As soon as public affairs attain a certain 
degree of importance, difficulty, and complexity, they require 
for their direction men of experience, trained for the purpose 
and exclusively devoted to them. The man elected from the 
people no longer suffices : ho lacks the necessary time and indis- 
pensable equipment ; often, too, he has not the mental and moral 
calibre requisite for the post. 

Si parva licet componere magnis^ the course of events in 
England has been very similar to that of Switzerland. Both 
nations cherish the indestructible Teutonic ideal of freedom in 
a very high degree, both struggled long and successfully against 
the modern conception of the state, with its regulative func- 
tions. This sifnilarity is borne out by their institutions. In 
England also the central power, unlike that of most Continental 
countries, was limited to a minimum of activities, while the 
ancient freedom of the community lived on under the form of 
local self-government. Between the tw’^o, however, there re- 
mained a gap, which was gradually filled up by the sphere of 
private effort and free enterprise in the economic sense of the 
term. Every new invention wddened the sphere and increased 
the importance of the achievements of private enterprise. High- 
roads, canals, railw^ays, telegraphs and telephones, waterw^orks 
and gasworks, and many other works of public utility all come 
under this head. There was a widespread conviction at the 
time, not in England alone but also in Germany and elsewhere, 
that this joint harmonious reign of political liberty and laissez 
faire ensured the best of all possible conditions in this best of 
all possible worlds. The prevailing view^ met with its first chal- 
lenge in England at a comparatively early stage of its exist- 

o 2 
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ence, and ^ it Vi^as the progress of English economic development 
whicK provoked this criticism. The duties of modern society 
increased at a rapid rate, and the resources of the old institutions 
and the old self-government proved themselves correspondingly 
inadequate. 

This was most clearly revealed by the factory legislation of 
this country, where, if anywhere, the inadequacy of the old 
English system* of local self-government met with its most ern- 
pliatic condemnation. Tlie law itself during about thirty 
years, so long as it was administered by the local autho- 
rities (in accordance with the law of 1802 which entrlisted the 
Justices of the Peace with the ap{X)intment of Visitors), 
remained practically a dead letter. The creation of factory in- 
spectors by the Act of 1833 — a real boon to the nation — trans- 
formed it into a living power. There is no denying that this 
was and is an institution of the bureaucratic typ(‘, iind it was 
precisely in proportion as the inspector grew more of a bureau- 
crat instead of being the mere irresponsible holder of an honorary 
appointment, that he became an important and effective instru- 
ment for social reform. The new official was appointed at 
headquarters and endowed with [X)wcrs which involved a whole- 
sale encroachnu^nt on the rights of private [)roperty ; his office 
was organised as a great self-contained authority with increas- 
ingly extensive jurisdiction. In short, this specimen of new 
English bureaucracy was a fitting model for the kind of institu- 
tion which a modern state requires, whether that state be 
England or any other. This is all the more rerxiarkable that the 
policy thus entered on by England had long since been adopted 
by Continental nations. But— and this is particularly instruc- 
tive— it was by no means in conscious imitation of Continental 
institutions that England adopted this policy. Such a course 
would, as everyone know’s, be quite inconsistent with her usual 
custom. She wnrs driven into action by sheer necessity, for 
factory inspection is a conditio sine qua non of effective 
factory legislation. The new institution was, so to speak, the 
spontaneous expression of forces inherent in the old conditions. 
Further, it was so entirely successful in England that it became 
the model for the rest of the world, including even those 
countries which were themselves more experienced in the 
creation of bureaucratic offices. Even Marx rendered full 
justice to the services and successes of England’s factory in- 
spectors. Nay, more, the admiring tribute which he pays to 
the leading inspectors betrays him* into heresy on his own 
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ground, and in view of these men’s work he admits that social 
reform is not impossible within the limits of the social organisa- 
tion of to-day. 

The success of bureaucracy in furthering the cause of social 
peace in England would be all the more remarkable if we could 
grant that, as has lately been contended, “in Gernrany the 
dominion oi I)ureaucracy has combined with other causes to 
develop a bitter class hatred, and to make occasionally social 
order depend on the willingness of soldiers to fire on citizens.” 
The facts have proved that bureaucracy, when not combined 
with other causes, produci^s the very opposite of bitter class 
hatred. As regards these other causes, and the existence of 
bitter class hatred in Germany, we are scarcely competent to 
pass judgment without a very exact knowledge of German con- 
ditions, and it is difficult to find a thermometer wdiich shall 
accurately register the various degrees of class hatred in England, 
Germany, France, and Italy. 

But, to return to facts, there are other bureaucratic institu* 
tions in England besides factory inspection which have made 
good their claim to the title of aids to the cause of social order. 
For the last fifty years, the w^orking classes have included in 
their programme a demand for stipendiary magistrates in lieu 
of the justices of the peace, wdio arc a survival of the old self- 
government, because these, in their opinion , are indelibly tainted 
with class prejudice. It is these and not the bureaucratic 
stifxmdiary magistrates, who, by their verdicts in cases of in- 
dustrial disputes, have stirred up bitter l^lass hatred in the 
hearts of the English working classes. But what, after all, is 
the sti})endiary magistrate if not the exact equivalent of the 
German AniisrichteTj who has existed under a succession of 
different names for several centuries? What is he but a typical 
bureaucrat, a member of the professional official class as dis- 
tinguished from the old representative of self-government? 

A long series of instances, besides, serves to prove that 
England is being driven more and more to recast her ancient 
institutions in what we may call the Continental bureaucratic 
mould. The new movement in the direction of Municipal 
Socialism is, if anything, a tardy transformation of those local 
institutions which have so long been regarded as typically 
English, into something partaking of the spirit of German 
national and municipal administration. The old glory of chaotic 
water companies, gas light companies, &c., is making w’^ay for 
the uniform rule of town* or county council ; the tramways and 
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many similar concerns are passing from the joint-stock com- 
panies^ that controlled them into the realm of public affairs. 
Where a town is permeated by the democratic spirit the change 
is correspondingly thoroughgoing. Telegraphs have long since 
gone the same way, but telephones must work out their lengthy 
period df chaotic private effort in the good old English fashion 
before they roa,ch their fate. The great Ravings Rink Depart- 
ment of the Post Office was instituted by tlu', same statesman 
who brought the telegraph within its jurisdiction. 

Further, in 1844— and again it was Gladstone who was 
largely responsible for this measure — an (exhaustive* Parlia- 
mentary in{]uiry into the railway system resulted in a scheme 
for abolishing the tyraainy of the railway companies by means 
of naticmalisation, and a Rill was actually carried for the 
purchase of the lines by the State. The attempt evcmtually 
fell through — a consummation which 1 personally cannot regard 
as a mere manifestation of higher wisdom on the pa;rt of the 
country. 

And how very narrowly compulsory education escapial the 
epithet bureaucratic in the disparaging sense until it found a 
place of safety in the statute-book. What a brusque inroad into 
the sanctuary of the family, into the liberty of parents and 
children ! And yet the deed was done and had to be done. It 
was but another inevitable step in th(‘- same din^ction as factory 
legislation, a measure of social reform which Germany had 
long since adopted. 

The above examples are, I think, sufficient for my juirpose, 
and it needs no gift of pro[)he(3y to venture the o]union that the 
future wdll make these instances increasingly numerous and 
effective. 


Ill 

We pass to the consideration of Germany. 

There existed in Continental states, and more especially in 
France and Germany, long before the Ecvolution of 1789, a 
form of administration which has since been popularly called 
bureaucratic. The bureaucracy, in Germany known as the 
“ Beamtentnm'' was a class of salaried officials who devoted 
their lives to the service of the state. They usually held the 
judicial and administrative offices of the country; they were 
specially trained for this service in the school of Boman law, 
and the consideration attaching to such training has to this day 
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provided them with the external equipment necessary for the 
discharge of the duties of most of the offices concerned. In 
some \)untrics, as for instance in France, the legal profession de- 
veloped a hereditary nobility of its own. On the other hand, 
when the great Fovolution challenged the entire constitution 
of society, this branch of the administration shared in the? general 
disfavour, ft was no less a person than Baron vom Stein, the 
great Prussian f)o]itical reformer of the age, an enthusiastic 
admirer of the old English form of administration, who wished 
to rcistrict the activity of the official bureaucracy to the narrowest 
f possible limits, and substitute for it the self-government of the 
property-owning classes. He taxed the bureaucracy with every 
fault that has ever been laid at its doors. He wished to fill its 
place with men who took an active share in practical life, so 
as to infuse a stirring, creative spirit, and a diversity of 
o|)inions and feelings taken from the rich manifold of nature, 
into the administration of the country. Participation in public 
{iffairs should be for men what educational institutions were for 
children — a school of public spirit. A manufacturi'.r or a mer- 
cha,nt, thought Stein, should he capable of discharging the duties 
of mayoralty in addition to the prosecution of his own business. 

These ideas have attained fruition in the administration of 
Prussian and (lerman towns during the past hundred years, to 
a much more modest extent, however, than the great reformer 
intended. The professional official has become more and more 
indispensable ip the course of the past century, and it is precisely 
in tlio German city administrations that *the class has most 
steadily increased, both in numbers and in range of influence. 
The change, as might have been expected, has been most 
marked in the last decades. Even a hundred years ago it was 
only in a very small town that a busy merchant’s or manufac- 
turer’s leisure could suffice for the adequate fulfilment of the 
mayor’s official duties. But since then public affairs have grown 
so much in extent and complexity, the towns themselves have 
increased so much in size that the majority, especially the 
larger ones among them, have developed a kind of new municipal 
bureaucracy, without which they could not exist at all. The 
intensity of the work of administration and the addition of a 
series of new and special duties call for men specially trained 
for,* or at least completely devoted to, their fulfilment. These 
men form the backbone of the administration, and it is only in 
the supplementary and controlling elements that there is room 
for the type of administrator dreamt of by Stein. This applies 
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to towns numbering from two million to five hundred thousand 
inhabitants. It applies equally to populations of a hundred 
thousand to five thousand, or even less. In short, Stein’4' ideal 
is completely realised only in the chief of a village community 
or of a ver}" small town. 

And what of the men themselves who compose this bureau- 
cracy, national or local? Looking at their moral qiuilities, their 
integrity, and tlieir standard of duty, we may say that Germany 
can be justly proud of them as a class. This has quite recently 
been most emphatically admitted by The Economist with refer- 
ence to some events of a doubtful character which had occurred 
in the administration of some English towns. The faults here 
are due to lack of suitable training for the office — a fact to which 
I have often drawn attention. The best exam]>le in this respect 
is to be found in Germany itself, and a comparison of the smaller 
states with Prussia will reveal the superiority of the former. 

The main question, however, must be whether the defects 
necessarily inherent in bureaucracy as such can in any way be 
avoided ? 

The most easily remedied are those which depend on the 
disposition of the individual critic — those wdiich, as matter of 
fact, do not exist at all, I am referring to a variety of things 
observed in England. There is no place in the world, wdth the 
solitary exception of Russia (where, however, the tyranny of 
the Customs officer is mitigated by his corruptibility), where I 
have suffered so painful a control of Customs as in England. 
If an Englishman’^ luggage were overhauled by a German 
Customs officer with anything like the thoroughness which I 
have repeatedly experienced at the hands of the British official, 
he would probably ascribe this to the German bureaucracy. 
Personally I call it devotion to law and duty, and I admire the 
English official, while I cannot by any means count the usually 
slack procedure of the Gjunian inspector — how^ever much it may 
conduce to my private comfort— as an advantage which we owe 
to our institutions. 

It would be a pity to let private opinions and prejudices 
enhance the drawbacks inseparable from any form of bureau- 
cracy. Since the whole trend of our development in Germany 
as in England inevitably makes for increased public responsi- 
bilities, we cannot hope to escape whatever drawbacks are inci- 
dental to this state of affairs. If we agree on any point with 
Marx, it is with his prophecy of increasing ebneentra- 
tion of certain branches of production into giant concerns, 
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and of the growing supremacy of the few in the indus- 
trial community. There exists a theory— a beautiful dream— 
to thXcffect that some institution might be devised to steer a 
middle course between the uncompromising extremes of 
Government interference and laissez fairs . The theory was even 
quite recently discussed by German economists. All that such 
an arrangement appears to require is a constant. supply of noble- 
minded persons who shall combine in themselves the advan- 
tages of both alternatives while avoiding all the dc^fccts inci- 
dental to either. The dream has its uses, for it draws attention 
to the importance of the ethical considerations which lie at 
the root of all questions of social organisation. But in practice 
we are met by the |)rol)lem of finding the kind of men whom 
the theory requires — a difficulty which, in the present age, ap- 
pears quite insuperable. And it is, therefore, particularly to be 
desired that we should not take up our positions on this high 
ideal platform, and from this |X)int of vantage proceed to under- 
value the actual and attainable, and to em|)liasise the drawbacks 
of the existing state of affairs. 

And when a state is so organised as to reap the benefits of 
modern methods of government more rapidly and effectively 
than we do, it is hardly fair to judge it with a bias that will 
make its virtues appear necessities, in order that we may (/xalt 
the necessities of our own administration into virtues. The 
criticisms passed on Germany by her neighbours, the favourite 
parallel of her Jnstitutions with those of Bussia, a parallel which 
goes no deeper than the similarity betwx;en the names Russia 
and Prussia, tlie vulgar prejudice against the lack of liberty of 
the German constitution, the coining of the popular term of 
disparagement bureaucracy— all these are manifestations of 
the general ignorance that exists on the subject of German 
administrative institutions. And there is another error closely 
connected with the above-mentioned prejudices. It is generally 
supposed that a highly-developed system of government regu- 
lation of economic affairs argues the existence of ancient bureau- 
cratic traditions, A striking example proves the very reverse. 
We know how far Switzerland is from possessing bureau- 
cratic traditions; hows on the contrary, the particulars in which 
she differs most conspicuously from the other civilised nations 
of 4o-day present all the characteristic features of a mediaeval 
constitution surviving in a modern wnrld. Here are twnnty-six 
sovereign states, which Jaken together wnuld hardly make up 
what we are accustomed to call a small European state ; twenty- 
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six tiny, democratic, self-governing communities, clinging 
tenaciously to their i7i(lopendence in face of the overwhelming 
force of modern tendencies. But already the needs of th6 pre- 
sent day have set a limit to this uncompromising attitude. For 
a great })art this nanarkable collection of cantons of the 
smallest dimensions is as irrevocably committed to modern 
(economic conditioiis- -to international intercourse/ trade, and 
industry, technical ahilit}^ and ca})ital enterprise, as any other 
modern state, liowcwer different in size. This modern side of 
the Swiss national life cannot dispense with |X)litical institu- 
tions which are in themscdvi^s as inconsistent as possible with 
the ancient self-government of the small cantons. If the 
German IGnpire had from the outset a common factory law, 
a similar unifonnity is all the more indisjxmsable for the small 
industrial cantons of Switzerland. Granted that an Imperial 
railway system would be suitable for Germany — and a great 
step in this direction has already b(^en effected during the last 
thirty years by the organisation of th(‘ Brussian and other state 
lines — a uniform systc'in of federal railways is certaiidy the best 
service for the much smaller area covei'ed l)y the l^^ederal State of 
Switzerland, In the ett’ortH which, during the last ten years, 
have brought this reform of the Swiss railway Rystern to a. happy 
consummation, we have a wonderful instance of a central insti- 
tution, which was really adapted to tlu', needs of the country, 
making successful headway against the opposing stream of the 
centrifugal tendencies of the canton. It was a reform modelled 
on the Prussian and German Static railways — a new bureaucratic 
measure grafted on to the modern economic progress of a demo- 
ciacy of the most anci(mt typie For luilf a century Switzerland 
had been struggling with a laissez faire railway policy ; new laws 
had been constantly [massed to bring the service into line with 
the rcquiremeiits of the traffic and the population. The small- 
ness of the cantons ha.d from the outset made effective control 
over the companies impossible. Only the Federal State could 
hope to take the matter seriously in hand. As, however, the 
regulations which it imposed failed, after many experiments, 
to give satisfaction, Switzerland eventually follow^ed the policy 
w^hich the German states had already adopted. The railways 
were; taken out of the hands of the companies and placed under 
the control of the Union. 

I have never observed any signs of discontent on the part 
of the Swiss with their new railway bureaucracy. And, indeed, 
it has occurred to me that any form of bureaucracy is most 
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loudly condemned by the country which does not happen to 
}x)ssess it. In England the eminently bureaucratic character 
of tlK^^ost Office constitutes no grievance, and I have not heard 
that anyone would wish to return to a Inissez fairs policy 
in this connection. hjV(Mi the verdict of an orthodox in- 
dividualist like'- M. Jjcroy Beaulieu was given as long^ ago as 
the publicatioti of his Traits drs Finances in favour of the 
French Government tobacco monopoly. And ytjt, when it Avas 
proposed at the same period to introduce a similar measure 
into the German Kcichstag, there was much opjxjsition from a 
party urifavourahk'. to bureaucratic kgislation. Whenever an 
institution really meets thc^ needs of the |xipulation, habit tends 
to familiarise and custom to endear it to those who live under 
its rule. And the knowledge that it probably represents the 
least evil possil)le in the circumstances tempers the criticisms 
that naturally assail its drawbacks. 

An ot)portunity Avill perha}>s present itself of dealing more 
fully with this impoftant subject. Ho far T have treated it in 
bare outline, and can only hope that the skx'.tch which 1 have 
drawn may give some indication of the problem at issue. 

Gustav Coun 

IJnii'ersity of G oiling cn. 



ECONOMIC LITEKATUBE IN FEANCE AT THE 
BEGINNING OF THE TWENTIETH CENTUEY. 

In an article wliich I contributed seventeen years ago to an 
American review^ on economic teaching in France, I regret- 
fully concluded that economic science, so brilliantly inaugurah'd 
in France by the Bhysiocrals, liad not maintained the hivel 
which might fairly have been anticipated for it. I concluded, 
however, with the hope that the nineteenth century would not 
close before the ancient tree had put forth new blossoms, and 
the Physiocrats had lived again in descendants worthy of them. 

That hope has so far not been realised. The nineteentli 
century has given place to the twentieth, without bringing any 
renascence worthy of the namcu We have looked in vain, these 
last fifteen years in France, for instance^ for any new school 
making a stir in the world like the Austrian school, or for any 
individual achievement as masterly as those of I'rofessors Mar- 
shall and Schrnoller* or for an enthusiasm in the study of pure 
economics rivalling that manifested in the AriKuacan universities. 

This is no evidence of the lack of distinguished economists 
in France. It only goes to show that the causes of the relative 
sterility in the scientific output of France during the latter 
half of the nineteenth century are, unfortunately, still operative, 
and also that the new elements, which suffer us to augur better 
things for the future, have not yet produced their effects. 1 
shall try here, not so much to give a complete biographical 
review of French economic literature of to-day, as to point out 
the different currents among which wo may distinguish the 
economic movement of our country, and which might prove more 
or less baffling to a foreigner. 

^ “ The Economic Schools and the teaching of Political Economy in Frahoo,” 
Political Science Quarterly, 1890, vol. 4. 
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The centre, the nucleus, the temple of economic science in 
France has long been “ ITnstitiit.” This it is which has main- 
tained intact, during the whole of the nineteenth bentury, 
against evefy wind of adverse doctrine and the Germanic in- 
vasion, the pure traditions of the French “Liberal School.” 
Quite recently even, in one of the Saturday weekly siances, 
and by the mouth of cc^rtain of its most authoritative members, 
it has declared its loyalty to the old flag.^ 

It has lost many emiiumt members during tlu'. last ten years : 
Courcelle-Seneuil, LtV)n Say, Maurice Block, Baudrillart, 
Juglar. And there an* doubtless differing shades in the opinions 
held by the eight members actually composing the? economics 
section,^ and ycd greater differences between them and their 
predecessors in that section. They are more or less hostile to 
intervention, to protectionism, to socialism. Regarded, however, 
from some distance, those shades of difference become merged 
in a remarkable unity of tone. 

This much may nevertheless be said, that, from the point 
of view of method, a certain transformation has taken place, in 
that the majority of the members of the Institute have pro- 
fessed their adhesion to the realistic school. Not all have re- 
tained the stern opposition of the doyen of the Liberal School, 
M. de Molina:i;i, who for sixty years has valiantly upheld the 
doctrine of absolutely free trade, and who ‘has so long lived in 
Paris that, in spite of his Belgian nationality, we may claim 
him as a Frenchman. At over eighty years of age he has just 
published his twenty-sixth book, Questions Econorniques 4 
rOrdre du jour (1906). 

For the most part they remain faithful to the Liberal theory, 
not, they say, through any a priori principles, but because ob- 
servation of facts daily proves its truth. This categorical 
affirmation finds notable expression in a book published 

^ M. Paul Leroy Beaulieu says, “We protest against such appellations as 
‘Orthodox School ’ and ‘Classical School.’ We claim only the honour of calling 
ourselves ‘ the Liberal School.’ ” -^Report of the Academy of Moral and Political 
Science, 1906, p. 103. 

* MM. Levasseur, ITr^d^ric Passy, P. Leroy Beaulieu, Stourm, de Poville, 
Chefesjon, d’Eichtal, Beauregard, and among tho “ free” members, the economists, 
MM. Rostand and Villey. Among foreign correspondents there are only two who 
belong to 'the Institute, M. Luzzatti, as free member, and M. de Molinari, as 
corresponding member. * 
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la’st year by a newly-elected member of the Institute.^ 
MM. , Leroy Beaulieu and Levasseiir have frequently given 
expression to it. / 

It is precisely this method which has inspired the mo6t note- 
worthy book published by a member of the Institute in the 
middle of this last decade, viz., VHistoire des Glasses Ouvrieres 
et (le V Industrie en France, in four volumes, by M. Ijovasseur.^ 
Quite recently the Soci^dd d’Economie Politique, of which M. 
Levasseur is president, celebrated both the completion of his 
gniat work and the jubilee of his membership of the Society by 
presenting him with a medal engraved with his portrait, and 
this device, which is nothing if not true : yiihil in studiis 
inleniatum religuit. The motto is eminently suitable for a pro- 
fessor who has lectured, simultaneously and with equal success, 
on political economy, statistics, economic histor}^, and economic 
geography. We may also quote his UOuimcr Americain (2vols., 
1898), the results of investigations made in situ, and to the 
accuracy of which tlie Americans have rendered tribute ; and 
also the little book on La Monnaie, written by M. de Foville, 
a work in which this gifted statistician, ex-director of the Paris 
Mint (Hotel des Mormaies), has successfully rediscoursed on a 
theme which seemed to have been (‘.xhausted by such illustrious 
economists as Michel-Chevalier and Stanley Jevons. 

M. Tjeroy-Beaulieu has published no lu^w book since his 
VFjtai moderne of 1890. For that matter he has been fully 
occupied in revising the numerous fresh editions of his earlier 
works which have become classics. M. Stoiirln is similarly 
engaged on his w^ell-known books on taxation and the Budget. 

Beyond the books we have just quoted, the literary produc- 
tion of the Institute has not been at all prolific during the last 
few years. This is not owing to enfeebled activity in its 
members, least of all in the veterans, but because it spent 
itself in action rather than in meditation, partly alung lines of 
social work,'"* partly in journalism or politics.^ This is, after 
all, a very general tendency among French economists and one 
that is obviously little favourable to the advance of the science. 
But it is not easy for anyone to resist the tendency, still less 
so wdien one belongs to the Institute and is pressed on every side. 

1 M. d’ Eichtal, in La Formation des richesses et ses co7iditions sociales actuelles. 
Notes d’J^conomie politique. 

* The first edition appeared, in two vols., in 18G7, but the book has been entirely 
rewritten. 

^ F.g.j MM. Choysson and Fr6d6rio Passy, th(3 venerated apostle of the Peace 
movement. * E.g., MM. P. tieroy-Beaulieu and Beauregard. 
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. But the influence of the Institute on economic literature -is 
not limited to the productions of its members. It reaches far 
beyoXi that. This little group of the economic section of the 
Acadeiii^ of Moral and PoliticaJ 8cic‘nc(\s should be conceived as 
a central area surrounded by two concentric; circles^ that of the 
cayididates , then tliat of the*, laur rates. 

The circle of candidates consists of those who aspire to 
become, at some time or other— it may be only, at the close of 
their life — members of the Institute. ISJow then; are few 
Frenchmen who can mix in economics, literature, res(;arch, or 
art, without cherishing the dream of ‘‘belonging to the; Insti- 
tute.” It is not bec'ause this position involves any great 
pecuniary advantages,^ but in the public eye; it does bestow 
an indisputable brevet of scieiK;e which is a crown to fame 
already won, and a good substitutes, if it be not yet won. And 
those who aspii-e to be members must evidently hold ideas more 
or less in common one with another. The Institute is a com- 
pany recruitc;d by co-option, as are schcuitilic societies generally, 
but with this difference from learned societies in other (;ountrie8 
who themselves designate the individuals they judge most worthy 
to do them honour, that the Academy only votes for those who 
have canvassed for those voters by a visit in person to every one 
of its members — forty visits, that is, for the Academy of Moral 
and Political Sciences. And as it seldom hap])ons that a candi- 
date gets in the first time, he has to repeat his cam])aign at 
every fresh vacancy, it may be five or six times, it may lx; for 
the remainder of his life. This convention, ^which at first sight 
seems somewhat humiliating, is explained historically by the 
fact that the Academy used to be, and wishes to remain, a 
” salon,” where there is conversation but not disputation, a 
gathering of pleasant company, when; each person is safe to 
meet only his own set. It is easy to see that this tradition is 
sufficient to i:ecp away all who might threaten to import a dis- 
cordant note into this concert.*'^ 

^ The members of the Institute are entitled only to 1,200 francs, besides which 
there are allowances for attendance of different amounts, the average total of which 
does not exceed 600 francs annually. Professors advanced in years have the advan- 
tage of their year of age-limit being postponed from 70 to 76. 

^ And generally speaking, it is a point of honour with the Institute to maintain 
its reputation as the guardian of sound doctrine. At the annual meeting, a few 
years ago, of the Academy of Moral and Political Science, M. Dareste, the President, 
defin^ the functions of the Academy as follows : — Torches are those lit to guide 
those who walk in darkness, to bring back into the right road those who have gone 
astray, to suffer no wastage of force and to make all efforts converge to one goal. 
There is in sooth no lapk of goodwill, and free inquiry is open to all ; but what 
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• This ‘"set” gravitating about the Institute is a little world 
of some dimensions, comprising many economists of distinction. 
Among these it is fitting that we name M. Colson, engineer 
and Conseillcir d’Etat, author of a Corns d' Economie ^^Olitique 
in four volumes, the first of which appeared in 1901, and 
the last of wliich is yet to come. It is the most important 
treatise of political economy published in the French lan- 
guage since those of MM. Cauwes in 1881 %ind Leroy- 
Beaulieu in 1896. M. Colson also belongs to the Liberal school, 
but ij‘ his duties in the greatest administrative council of the 
Eepublic have not made a State Socialist of him, they have at 
lea,st kept him out of extreme Liberalism. In other respects the 
book d(?rives great practical value from the author’s high com- 
petence in questions of administration, especially in railway 
matters. Besides this, M. Colson, having studied mathematics 
as an engineer, has been able to give a summary exposition 
of the essential propositions of the mathematical school of 
economists. This hint not yet been done in any didactic treatise 
of political economy written by a Frenchman. 

Mention may further be made, among academicians in spe, 
of M. Octave Noel, author of an Histoire du Commerce de la 
Franae, of M\ Liesse, who has published an interesting work on 
Le Travail, and, more recently, one on La Statistique, and also 
of MM. .Neymark, liaffalovich, and itaphael Georges Levy. The 
last three have devoted themselves more especially to financial 
questions. There is also M. de Rousiers, author of several books, 
notably Le Trade IJnionisme en Angleterre anti Les Syndieais 
industriels de producteurs {i.e., Trusts), not to mention many 
others who are not yet established as candidates, but whose turn 
is to come. 

Besides these, there is, as I have said above, the group of 
laureats, that is to say, of those who have competed in some 
one of the numerous subj(>cts set each year by the Academy and 
have obtained a prize. These are mostly younger men, though 
some there are who enter for these prizes at no matter what 
age. It is needless to enumerate them here, and we will only 
mention the books written by M. Pierre Leroy-Beaulieu,^ son 


wrong moves, what failures, what collapso was not prevented by the presence of the 
Academy showing the way to go ! ” 

1 The reader must guard against the mistake, often made abroad, and even in 
France (recently in this very Journal), of confusing this gentleman with his lather, 
Paul Leroy-Beaulieu, or with his uncle, Anatole Loroy-Beaulieu, director of the 
Eoole libre dea Science, Politiques, and author of a fine work on Russia {VEmpire 
des Tzars), Not that this confusion has at all hindered the success of his books. 
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ofihe well-known economist, and by M. Andr6 Siegfried, son of 
the deputy and ex-Minister of Commerce. These gentlemen have 
goii(\uund the world and gathered material for several descriptive 
works ,\the former having written on the new Anglo-Saxon 
expansions and on “ The United States in the Twentieth 
Century,” the latter on ‘‘Democracy in New Zealand”, and on 
Canada. These books have been very well received. 

Outside the zone of those who are directly » connected with 
the Institute, the Liberal school has remained the ruling spirit 
also in certain learned societies, especially in the Society 
tV Economie Politique, to which we have already alluded. This 
was founded nearly sixty years ago, and its annals constitute 
the most complete repertory of the history of the Liberal school 
of economics in France. A frequent contributor is M. Yves 
Guyot, an economist well known in England as the author of 
a number of works of an ultra-individualistic character.^ He is 
the only one among the leaders of the Liberal school who has 
voluntarily remained outside the Institute. 

The school is dominant, moreover, in some of the leading 
newspapers — Le Temps, Les Debats, La Revue des Deux 
MonJc’i* -- through which it exercises a very positive influence on 
the wealthy and educated public, on the upper middle class. And 
its influence, one may say, is no less felt in the Ecole libre 
des Sciences Politiqiies, with MM. Stourm, Cheysson, de 
Foville, &c.^ 

Finally, and it may be to complete this study in outline of 
those circles governed by the Liberal school ,> it would be fitting 
to name the Musee Social, And yet there might be room for 
doubt on this point. It is true that its Director, M. Mabilleau, 
the leader and indefatigable spokesman of the French ” Mutual- 
ist ” movement, is a candidate for the Institute, and again, that 
among its most influential officers are two members of the 
Institute, MM. Cheysson and, Georges Picot. On the other 
hand, several of the loading members of the staff of the 
Mus6e belong rather to the Catholic school of Ijc Play, and 
there is a clearly accentuated tone of interventionism in their 
publications. It would, for that matter, be inconsistent to find 
an institution like this founded expressly for the propagation of 
works of social reform, mutual aid, co-operation, trade-unionism, 

^ t 1)G last one published (1903) is Les Conflits du Travail et leur Solution, 

This school, founded in 1872 through the individual initiative of Boutmy, 
attracts a number of students from^ Prance and other countries, who are training 
themselves for administration and diplomatic careers. 

No. 66. — VOL. XVII. p 
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workmen's dwellings, hygiene, and protection of labour, pro- 
fessing strictly the doctrine of laisser-jaire. To say the truttl, the 
Mtisee Social has, so far, guarded w'ell its scientific ijrfdepen- 
dence, and shown an open door to all who, without distHiction of 
schools, are endeavouring, in the words of its programme, “to 
ameliojrate the material and moral situation of the worker."^ 
The numerous group of economists following the school 
called Le Play; the centenary of which was celebrated last year, 
approximates so far to the Liberal school that, of some among 
them, M. Cheysson for instance, it is difficult to say to which 
they more properly belong. The Le Play school is distinguish- 
able from the Liberal school only in its being more earnestly 
occupied about moral laws, more actively concerned in the 
matter of social reforms (the title Le Play gave his principal 
work, La Eeforme Sociale, is well known), and in its stricter 
application of the method of observation. But it makes com- 
mon cause with the Liberal school in opposing State Socialism 
as well as all other Socialistic denominations, and in exalting 
self-help. For that matter the Le Play school has s|>]it in two. 
One section, with the review La Rejorme Sociale as its organ, 
has strongly conservative tendencies, and strives especially to 
uphold family, paternal authority, and the home.^ The other, 
having as its organ the review La Science Sociale ^ and as its 
Itjadcr M. Demolins, well known by his book La SuperioriU 
des Anglo-Saxons and several other works, not inferior in bril- 
liancy, but less unrestrained in paradox.'^ This latter section 
has carried to its- furthest issues the idea, now quite ancient, 
of the influence of climate and geographical position on the 
whole economic, political, and social development of nations. 
And it has fashioned to its own uses a nomenclature and a 
system of classification of social phenomena, to which it at- 


^ The Musie Social was founded in 1894 througli a donation of the Count de 
Ohambrun. Over and above its double monthly publications, the Annates and the 
Miinoires et Documents^ it has produced, either directly by the pen of its staff-leaders, 
or indirectly by the lectures and “ missions ” it has organised, a great number of 
books. We need only mention those by M. de Seilhac, Les Syndicats oumers et 
Bourses du Travail (1902) and Les Marins-'picheurs (1899) ; those by M. do 
Roequigny, Les Syndicats agricoles et leur ctuvre (1899) and Le ProUtariat 
rural en Italic (1904) ; that by M, Martin St. L6on, Lc Compagnonnage ; that by 
M. Merlin, La Participation aux BMfices (1898), and his very useful Guide Social 
d Paris (1906) ; that by M. Andr6 Sayou, La Crise Alle^nande de 1902 (1903) ; and 
that by M. Benoit Levy, La dU Jardin (Angloterro, 1904 ; ktats-Unis, 1906). 

^ One of its leading representatives who died some ten years ago was Claude 
Jannet, author of Le Socialisme d Stat et la Refomie Sociale (1890) aiid Le Capital, 
la Speculation et la Finance (1892). 

* As, for instance, one of the most recent :-^Les routes forment les peuples (1901). 
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tadbes a degree of scientific importance that is somewhat exag> 
geraWd. 

Le*Play, as we know, inaugurated in 1856 the monograph 
of working-class families, according to the budget of their ex- 
penditure and income, which has become a method of investi- 
gation now generally employed in all countries. The {^ublica' 
tion of theste monographs has gone on regularly ever since under 
the auspices of the Socidte d’Econornie Sociale, and they 
number at the present day upwards of a hundred. But we also 
owe some excellent books to this method of detailed observation ; 
for exaniple, M. du Maroussem on La Question Ouvriere 
(1892, 1898), a very graphic monograph on the different 
forms of Parisian industry, especially home industry and large 
shops; also M. Bureau’s L,e Contrat dc Travail (1902) and 
Le Paysan des Fjords Norv6giens (1906); and again, M. 
Blondel’s L'Essor industriel et commercial dii peuple allemand 
(3rd ed. 1900), which has had a well-deserved success; and 
perhaps also M. Bellom’s great work on Les Lois de V A ssurance 
ouvriere d Vetrangcr (three vols. 1.892-1900), although its ten- 
dency is more in favour of State action than is that of the 
Le Play school. 

II 

The Faculties of Law and the Institute are the two opposite 
poles of economic science in France. But the former is of 
recent date. It may be said to date only from 1878, an epoch 
when instruction in political economy received official stand- 
ing in the Faculties of Law, and was included in the programme 
for the examination of bachelor of laws. This instruction, at 
the outset, was limited to a single course of Faculty lectures for 
one year, but it has gradually been extended, at first by the 
institution of a doctor’s degree in economics, which has come 
to rank side by side with the old doctorate of laws, its curriculum 
including not only political economy but also the cognate studies 
of finance, labour legislation, rural economy, Ikc.j and then, 
quite lately, by the inclusion of political economy in each of 
the three examinations for “licence,’' and the creation of a 
proportionate number of lectures. So that, at the present day, 
in tl^e Law Faculties, political economy or its cognate studies 
are taught by about forty professors to about 8,000 students, all 
of them future barristers, magistrates, civil servants, deputies, 
or professors. Here, then, is a very considerable force. The 

1 " 
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Law Faculties have almost a monopoly of economic teaching ; ^ 
outside them only a very limited number of courses are ^vcn, 
where there are none but voluntary students. These courses 
are, for the most part, in the hands of economists of^the In- 
stitute, or of those who aspire to become such.^ But no one 
can teach in a Faculty of Law who has not taken his degree of 
doctor of laws, that is, has not studied law for five-years. And, 
as I have just said, political economy has only recently re- 
ceived a place in the curriculum of these examinations, so that, 
with the exception of the junior professors of political economy, 
who have learnt something of the subject, all the other older 
men had learnt nothing but law down to the day when they 
began to teach economics. Consequently, they have all been 
imbued with the spirit of jurisprudence. They have learnt to 
study and regard civil laws rather than natural laws ; they are 
more inclined to have recourse to the legislator and the State 
than to put faith in laisser-fairc. 

Besides tliis, there has always been an antagonism, from the 
outset, between the economists of the Institute and those belong- 
ing to Faculties of Law, and this has been manifested by lively 
attacks proceeding from both sides. The first to set fire to the 
powder was M. CauwJjs, then and still professor in the Faculty 
of Law at the University of Paris, when he published in 1879 
his Prdcis du Corns d' Economie Politique.^ This book made a 
sensation among economists, not only because the author declared 
himself a Protectionist, but especially because, following the 
example of the German school, then little known in France, he 
rejected all dogmatic methods, all inquiry into permanent and 
universal laws, and studied before everything national economy 
and legislation. In 1883 the publication of the Principes 
d* Economic Politique by the present writer, and, in 1887, the 

^ Where we say Faculties of Law, other nations would say ‘Stlio Universities.” 
The Law Faculties, in Franco, are a part of the Universities, but they form very 
distinct and autonomous sections, having no relations with other faculties, that is to 
say, with those of Arts, {Science and Medicine. 

® We may mention the courses held at the College dc Franco (by MM. Paul Leroy* 
Beaulieu and Levasseur), at the Conservatoire dos Arts ct MtHiers, the Nicole des 
Minos, the fScole des Fonts et Chausseos, the ficole libre dos Scieuces Politiques, and 
at some schools of commerce. In the Faculties of Arts (which form part of the 
University) there is no course of political economy, but only some courses of sociology, 
and one course at the Sorbonne (the Faculty of Arts in Paris) on the history of social 
doctrins, given by M. Espinas. ^ 

^ The work was in two volumes, but the 3rd edition (1893), entitled Cours 
d'£conomie Politique, and containing, besides an exposition of principles, an analysis 
of economic legislation, numbers four bulky votimes. Although this last edition is 
now exhausted, the author has not brought out a later one. 
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founding of the Revue d'Economie Politique, a-s the organ of 
the\rofessor8 of economics in the Faculties of Law, with the 
avowed programme of reaction against the doctrines of the 
optimist Liberal school, and the propagation of foreign, especially 
German economic schools,^ completed the rupture. 

Nevertheless, it would not be correct to say that thenaipture 
was absolu^dy general. Some of the Faculty professors have 
remained loyal to the Liberal school. Two of them have re- 
cently been made members of the Institute : M. Villey, pro- 
fessor at Caen, author of several works, and M. Beauregard, 
professor’ in the Ijaw Faculty at Paris, at present member of the 
Chamber of Deputies, and editor of a journal of political economy 
Le Monde Economique, which is almost a facsimile of M. 
Paul Leroy-Bcaulieu’s UEconomistc Frnn^ais. Other, less 
pronounced, adherents of the Liberal school are M. Souchon, 
professor of rural economy in the Law Faculty of Paris Univer- 
sity, author of well-written and well-substantiated books, one 
on La Proprietd paysonric (1899), anotlier on Les Cartels agrP 
coles cn Alleniagne (1903), and also some other younger pro- 
fessors, who have as yet only contributed to periodicals. These 
professors are members of the Societe d’Economie named above, 
and took part last December in a discussion on the best method 
of teaching political economy. 

But the majority of the economists included in Faculties of 
Law must bo considered as “interventionists,” to about the 
same degree as^ the German professors who used to be called 
socialists of the chair, and who now^ go by the name of the 
Ecalist school. They have taken an active share, during recent 
years, in elaborating labour legislation, especially through the 
Association for the Legal Protection of Labour, founded at Paris 
in 1900, and now made international in its scope. M. Cauw^js 
is president of the French section.^ His general secretary is 
M. Jay, professor of industrial legislation in the Faculty of Law 
at the University of Paris, and author of several pamphlets on 
the organisation of labour, as well as of a book entitled La 
Protection Ugalc des Travailleurs. M. Jay is a thorougli State- 
Socialist, and goes so far as to wish to see a minimum wage 
fixed by law. M. Pic, professor in the Faculty of Law at Lyons, 

^ This propaganda of foreign methods of economics, too little known as it is in 
France, has been augmented by the publication of translations of the best works in 
the Biblioth^que Internatiojuile d^Bco'fwmis PoliiiguSj published hy MM. Giard et 
Bri^ro. Professor Marshall’s treatise of political economy has just been translated 
for it by Sauvairo Jourdan, profestor at Bordeaux. 

^ Ho has just been succeeded by M, Millorand, 
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author of a bulky treatise on industrial legislation (2nd .ed. 
1903), is a rather less pronounced Radical. 

The evolution of industry and its influence on the condition 
of the woT'kers forms tlio object of some learned studies^ among 
which we should mention that of M. Aftalion, [u’ofessor of law 
at Lille, Sur la Fahriqiic el Ic Travail d doniicile dans Vhahillc- 
merit (1906). 

The most notewoHliy book which has bec^n f)rodiiced by the 
economists’ teaching in Faculties of Law during the present de- 
(;ad(^, the book which perhaps best gives the characteristic h^atures 
of that teaching and the true average opinion held in the univer- 
sities, is that set forth by M. Bourguin, professor in the Faculty 
of Law at the University of Paris, Lcs System es Socialisies 
et V Evolution Economique (1st ed. 1901, 2nd ed. 1905), 
a book written in excellent if somewhat severer stylo than is 
usually found in French works. In the first part the author 
summtarises the different solutions of the social problem which 
have been propounded. In the second part he inquires, through 
an examination of facts and figures, how far (economic evolution 
seems to confirm or contradict these solutions. The conclusions 
he arrives at are not Socialistic, inasmuch as he believes in the 
permanence of individual property and of the w^age system. 
They are not even in favour of State-action, for he denoui^ces 
the vices of State Socialism, and even declares “it can render 
the most police-ridden country uninhabitable to political non- 
conformists.” But they are, for all that, quite democratic, and 
at the same time very scientific. 

Social and labour questions have proved so absorbing to the 
French professors that they have rather neglected the other 
branches of political economy, especially pure economics. It is a 
little humiliating to think that in the country of Cournot he 
has as yet no successors, or, wwse still, that his sole successor, 
Walras, should have had no chair provided for him and have been 
compelled to become an exile and go to teach, from 1870 to 1900, 
his fine mathematical theorems of economic equilibrium at Ijau- 
sanne, the result being that many are ignorant of his true 
nationality, and credit Switzerland with the honour of his name 
and his doctrines. M. Walras, who lives now in philosophic 
seclusion on the shores of the Lake of Geneva, at Clarens, has 
always ascribed his expatriation and the banishment of his doc- 
trines to the intolerance of the Institute. When he saw with 
pleasure economic teaching in France made part of the 
Faculties of Law, he hoped that they would prove a favour- 



1907] 


ECONOMIC LITERATURE IN PRANCE 


203 


abla soil for the study of pure economics. This hoi)e has thus 
far r^t been realised. It is easy to understand why. As I have 
said already, the economists of the Law Faculties were more 
or Joss l^nbued with a legal s[)irit, and more attracted by prac- 
tical and actinil (pu^stions than by abstract speculations on mar- 
ginal or fclai curves in snpjdy and demand, in thevse they 

thought wi^i suspicion that they could smell a revival of clas- 
sical and Manchest(U' doctrines. Besides, not one of them had 
ever learned mathematics. 

It should also be remembered that the instruction given by 
the professors in the Facilities of Ijaw has perforce to bo adapted 
to the subjects prescrih(^(l for (‘xamination. Now there is no pro- 
vision made in tlu^se for tests in mathematical economics, or even 
in pure economics, there being no practical object to be gained 
in those studies by the budding lawyers and statesmen whom 
the Law schools are concerned to train. 

Nevertheless, the situation is not quite hopeless. There 
may not yet be courses of pure economics in our universities, 
but there is, in every Faculty of Law, a course on the history 
of economic doctrines, and that is the gate by which the theories 
of the Austrian school are lieginning, if slowly, to moke their 
entry. In this teaching the history of the French mathematical 
school of t^c'onomics will iu^c(‘ssarily havc‘ a place, and then neither 
(V)iirnot, nor Drq.niit, nor Walras will 1)(‘. forgotten. Evrm now it 
is evident that the coursers of historical doctrines arc among those 
most (!ag(H‘ly taken uj) by the younger professors, and most 
keenly relished by students.^ And the latter select the sub- 
ject for th(hr doctor’s theses mainly from this historical field. 
The French have ever been captivated by doctrines. This 
branch of instruction has not yet borne its full fruits, but there 
is already a goodly crop of monographs on earlier economists, 
the last that on Robert Owcfi (1907), by M. Dolleans, recently 
elected professor in the Faculty of Law at Lille, who is now 
preparing a history of Chartism. 

Possibly, too, the study of pure economies may find its way 
in by other gates than the Faculty of Law; for instance, by 
the Faculty of Science, if ever this be made to include a chair 
of mathematical economics, or, it may be, by some special school. 
Thus M. Landry, professor in the “annexe” to the Sorbonne 

^ We have already some books oa the general history of doctrines, viz., by 
M. Rambaud, professor at the Catholic University of Lyon, by M. ^Ispinas, professor 
at the Sorbonne, and by M. Dubois, professor in the Faculty of Law at I^oitiers, 
of which one volume only has been published* 
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entitled the Ecole des Hantes-EtudeB, has already started ^ on 
this way by his book on L'lnteret du Capital (1904), whi jh is 
occupied with the discussion of B()hm-Bawcrk’s theory. 

The absence of works on pure economics is not t|&c only 
deplorable gap in our economic literature. Tlu^ study of facts 
and of institutions is not represented in anything like ?he extent 
which its importance demands, and falls far beliinu the corre- 
sponding literature in Germany, and even in England. A young 
lady studemt, who has n'ccntly come from Scotland to study 
some points in the economic history of Branco, has been telling 
me of her disapj^ointmont at what she found. And yet it is 
not that Brance lacks eminent historians. But it is partly due 
to an incredible mistake made in drawing up the programme 
for law examinations. Economic history has been forgotten, the 
result being that there is no chair, even in Paris, specially 
devoted to that subject ! Hence our professors never have to 
teach it, and works published on this subject must be sought 
for outside the Baculties of L/aw.^ We may, nevertheless, place 
on the active list of those Faculties the books of M. Germain 
Martin, professor at Dijon, on La Grande Industrie sous Louis 
XIV ct sous Louis XV and on Les associations ouvricrcs du 
XVIIL siecle (1901), as well as that by M. Bry, professor at 
Aix, Histoire industrielle et economique dc V Afiqlrtcrrp."^ 

Questions of international trade, money, and hanking, once 
so much debated, arc now somewhat laid on the shelf in our 
universities. They are taught, of course, hut they do not evoke 
many books. They are to bo found rather among the works put 
forth by students of the Law Baculties and candidates for pro- 
fessorships. We may mention Lc Fede^ralisrne economique 
(1901), by M. Paul Boncour, now chief secret a^ry (chef du cabinet) 
under M. Viviani, the Socialist Labour Minister, a book in 
praise of trade unions and even suggesting their being vested 
with semi-legislative powers ; also La Concentration des 
Banques en Allemagne, by M. Depitre (1906), La Question 
monitaire contemporaine , by a group of jurists (1905), La 
Theorie de la Monnaie, by M. Aupetit (1902), 

^ Beside Levasseur’s masterly work on 1/ Histoire des classes ouvrid.res and that by 
M. Noel on L'Histoire du Comvterce, which I have already quoted, 1 ought to 
mention the scries of studies in the history of prices by M. lo Vicomte d'Avenel, 
which have been appearing during the last twelve years, especially La Fortune 
priv^e d travers sept sUcles and Faysans et ouvriers depuis sept cents arts ; that by 
M. Hauser, professor at Dijon University, Ouvriers du temps pass^, and that by 
M. Lichtenberger, Le Socialisme et la Revolution Francaise. 

® A young author, M. Mantoux, has recently written an excellent book on the 
same subject, La Revolution industrielle en Angleterre au XVJIF sUclc. 



1907] 


ECONOMIC LITKBATUKE IN FKANCE 


205 


*Jn spite of this list, which could easily have been extended, 
the\onclusion will no doubt be drawn that tlie scientific output 
in the French univerBities, withiti the field of economics, is 
irifcriorYo that of the German universities. And ycd the French 
professors have more time at their disposal for writing; they 
are only iiequired to give eighty lecturi's annually (forty ur forty- 
five only ni the case of the professors who prepare for the 
(lociorat), while their colleagues over the Khin’e give twice or 
tlirice as many. 

There arc', several reasons for this deficit in producition. One 
there is T should like at the outset to eliminate, believing as 
I do that it is incorrect, and inasmuch as it has ru3V(u-thelesB 
been put forward in the Economic Journal by Professor Cohn,^ 
and, previously, by Professor Pareto in his writings. They 
say that the independence of French university professors over 
against public authority leaves muc^h to he desired. Never- 
theless, I know of no teaching professor who has ever been 
dismissed for the opinions he has taught. For that matter the 
Government could not do it without the professor’s defence 
having been heard before the Higher Council of Public Instruc- 
tion ; and this would lead to a scene to which no minister would 
care to expose himself. At Paris there are professors who are 
openly Socialists; there are some who, in spite of the Franco- 
Piissian alliance, have taken part in meetings against the Tsar 
of Pussia whenever the news came of a fresh massacre in that 
country. In the Faculty of Law there is an ultra-Catholic pro- 
fessor teaching the higher validity of thc^ religious marriage 
ceremony as compared with the civil proceduni, and who has 
written and spoken against the Act of se|>aration of Church and 
State. When his attitude was rejfxu’ted to the Chamber of 
Deputies, a ministerial letter of rebuke was addressed to him. 
This interveution of Government was no doubt to be regretted ; 
still, it was* not an action of a nature to compi’omiso indepen- 

Vln the article “Political Economy in Germany” (Doc. 1905, p. 607), Professor 
Cohn says : — “ There is a whole world of difference botwoou the iudcpoudcnco of a 
Gorman Professor and the Doan of tho Faculty of Law at Bordeaux, for instance, 
who was deposed by a stroke of the pen, because he had spoken in favour of Dreyfus.” 
Tho suspension of M. Stappfer (he was Dean of tho Faculty of Arts, not of Laws, 
but that doesn't matter) was certainly a very deplorable action, which can only be 
explained by the crazy state into which France, and indeed the wlude world, liad got 
oveii that famous affair. Nevertheless it was as Demi that Af. Stappfer collided 
with the authorities, and not in his professorial functions ^ which 'were left untouched. 
He carried on the duties of his chair as before. It was only from the functions of a 
Dean which do not come under % scientific category, but are purely administrative, 
that he was suspended. 
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dehce of his function. Far more precarious is the position of the 
professor at some American universities, where the chair has Keen 
founded by the liberality ef some millionaire not prcipared to see 
his dollars used to fost(T siibversivi' doctriiuis ! Trouble^^ji in this 
way have not infrequently arisen. 

Whib', however, Fi-(uich jiroh'ssors enjoy a sufficie;tx'y of in- 
dependence over against the Ciovc'rnnumt , they have not unfor- 
tunately an equiVl dc^gn^e of independiuic.e in their educational 
curricula. At the end of each session, namely, there is an 
examination, the subjects of which ar(‘ fixiul by niU's of adminis- 
tration. Even where the ciirriciilum a/IIows great frcialom to 
the professor — as is the case with exam i tuitions in political 
economy, especially in final examinations— the professor shapes 
his course no less according to examination requirements. And 
that professor has the largest classes and tlie most sucei^ss who 
trains his pupils to do best in their respective examinations. 
These are, for a course of instruction termed “lugher,” very 
deplorable conditions; for a course can only rightly be so eahed 
which is based on freedom for the teaclua* and disiuttaestedness 
in the students. Now there is hardly any course in a Fi’ench 
university, at least in a Faculty of Law, possessing this double 
character : that is to say, which binds no obligation on the pro- 
fessor and no sanction on the listener.^ Here, then, in our 
opinion, is one of the reasons for the superiority of German 
universities and for the admirable variety in their instnicdion. 
That is a blossom which opens in the luxury of liberty, whereas 
each of the French courses has to climb arid hook on to a stick 
fixed in the ground like a kidne^y-bean pole. 

There’s another inferiority— the method of ap[)ointment. In 
France no one can teach in the university, with rare exceptions,^ 
unless he has passed through the narrow gate of a concours 
iV agregation , or fellowship examination, which takes place every 
two or three years. The administration takes care to hold open 
for competition only so many appointments as are indispeiiBable 
for the needs of instruction— that is, only such as fall vacant 
through the death or resignation of any of the actual staff, or 
are rendered necessary through the instituting of new courses. 

^ In tho Faculty of Law at the University of Paris, out of 40 ooursos of lectures, 
there are only two which are free, that is to say, outside the examination curricula : 
those of “ statistics ” and of “ comparative social economy.” 

2 Anyone, even if ho have not graduated in law, may be authorized to conduct a 
‘ free ” course in any Faculty, but permission is rarely sought. And such courses 
are very thinly attended, simply because, as stated a^ove, the motive of the oxamina<r 
tion is lacking. 
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are sometimes thirty candidates for three places. Hence 
theiF is a very Bevor(i process of selection. But the victors in 
this stru^rgle for life are not necessarily those who are the most 
gifted f^oin the scientific point of vh^.w, or the deepest or most 
sagacious thinkevrs. ^diey are oftener the more hrilliant intel- 
lects or ^e b(3St speakers. Nearly all the tests, or at least 

the decisivii tests, are exclusively inva vocc ; written work, 
assuming that the young candidates have alrea'dy written any- 
thing, go for nolhing in the decision. 

To take an instance : — a young man who had been fascinated 
by mathematical economics and had written a remarkable thesis 
on the theory of money (it has ]>een referred to above), 
(expounding and ^i^pplyii^g the theories of Walras and 

Jewons, has recently twice failed to pass in the concoiirs 

(Vagregation, DisappointcMl, he has turned his energies into 

another channel. So that, it may be, our schools of 
economics have lost the opportunity of filling np a gap 
which we have just now been de])loring. M. Walras was 
deeply grieved at tlu^ result. In (jermany things would 
have gone very differently. That young amateur in pure 
economics would have started a course of teaching as a '‘privat 
docent,” and if ho had boon successful, c^ither in attracting 
students to his lectures, or in his publish(Hl writings, he would 
have been promotc^d to the rank of extraordinary professor, and 
then become ordinary professor. I am well aware that this 
method of university appointments is not without drawbacks of 
its own, but, Trom the point of view of iiciontific production, 
it seems to me far more stimulating. 

Ill 

Beside those two centres of scientific activity, the Institute 
on the one ••hand, the Faculties of Law on the other, there are 
several others, whose influence is limited to narrower circles. 

There is, first, Socialism, or rather Collectivism, for that is, 
at the present day, almost the sole form of Socialism, the old 
French Socialist schools having now no followers, and anarchism 
having barely more than one representative (I speak of literary 
production), namely, M. Jean Grave J Socialism is far from 
plaj^ing in French literature the part it plays in politics and 
the social movement. Nevertheless, its scientific output during 
recent years has made great progress. The Socialist leaders in 

* La SocieU mourante ct V Anarchic ( 1 . 897 ). 
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the Chamber (MM. Jules Guesde and Jaures) have put all tjj^eir 
energy into the fight, hut, in the matter of books have l3on- 
fined themselves to publishing some of their lectures and news- 
paper articles in book form. There are, howcvver, two jiiterest- 
ing reviews : La Tievuc Socialislc, fouiuk'd by Benoit Malon 
(he waf more a Socialist of the older l^’rerudi school), now 
edited by M. Fouruiere, a so to speak individualistic. Socialist, 
and Lc MouvcMcnt Socialisla, edited by M. Lagardelle, the 
standpoint of which is entirely Marxist. It vigorously defends 
Marxism against the Neo-Marxists, but chiefly represents le 
socialisme syndicaliste,’’ ^ that is to say, Socialism which seeks 
support in labour only, rejecting political action, State inter- 
vention, and even the co-operation of “ intellectuals.” Its chief 
contributor is M. Georges Sorel, the most prolific and most 
personal penman of active Socialism in France. No one has 
displayed a more ferocious vigour against any and everything 
bourgeois — although M. Sorel is himself a bourgeois, and even 
d(^corat(ul with the Legion of Honour — and yet more especially 
against every nFgious or even merely moralising tendency. 
His acrid irony has spared none of his contemporaries, even 
among the Socialist ranks. From his writings, which arc very 
diffuse and entirely critical, it is very difficult to draw up any 
sort of [>rogranimc : the principal is his bitroduciwn d V Economic 
moderna (2nd edit. 1907). But thc^.y all contain some strong, 
original, spicy thinking on all the questions of the day, especially 
on economic evolution, on the function of revolutions and strikes, 
on the future of trade uniojis, on the use of violence as a factor 
in social progress, on truth and error in the doctrines of Karl 
Marx, and what not besides. 

Among Collectivists who are not of the Marx school we 
must also mention M. George Eenard, author of a book, Lc 
RSginw Socialiste (1898), which is probably the best descriptive 
oxiX)sition of a possible future society under a -Collectivist 
regime. It is practically the same as Schaffle’s famous little 
book, but written with greater detail. 

As yet Collectivist Socialism has not penetrated into the 

^ By M. Jauriis : — U Action Socialiste y (3rd edition); Mndes Socialistes 

(1901). He has also published, in collaboration with some other Socialists, an 
Histoire Socialiste dc la France depuis 1789, nine volumes of which have already 
appeared. 

' “Trade-unionist Socialism” would not accurately represent this term. It aoes 
not mean a moderate Socialism, but is on tho contrary essentially revolutionary, 
inasmuch as it rejects parliamentary action, and counts on class conflict and 
universal strikes. 
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Faculties of Law. There are, neve^rtheless, some among the 
younger professors who go beyond State Socialism, and incline 
towards what is called juridical Socialism — that is to say, towards 
a new ^.onception of law in general, of property, of inheritance, 
and ofVjontract — a conception which, so far from being con- 
servative t is destructive, rather, of all these institutions. For 
instance, >t believes it possible to expropriate legally 'without 
indemnification. Abroad the recently deceased •professor, Anton 
Menger, was an eminent upholder of this view ; but it is gaining 
ground in Franco in the Faculties of Law, and more among pro- 
fessors of jurisprudence than among those wlio teach economics.^ 
Collectivism has entered the university by another door, by that, 
namely, of the Ecole Normale Su])erieur(i, through which pass 
nearly all those youths who later on become professors of art 
or science. It appears tba.t the professor of German language in 
this school, M. Andler, and the librarian, M. Herr, have been 
strongly drawn to German Socialism, to that of P3crn stein rather 
than to that of Marx, And they have e.xercised a great influence 
on successive gentu'ations of students frequenting their lectures, 
and now, in their turn, teaching in lycees or in universities. 
M. Andler is a scholar deeply imbucal with the scientific. s}>irit, 
and in his principal work, Lcs Origincs du Soc/ialisnic d'Etui 
en Allcmag7ic, reveals the (pialities and, to some extent, the 
dcfcicts, of the Gtu'man methods he knows so well. 

The school called “ Solidaristo ” joins hands with Socialism 
in the hglit with Individualism and competition, and aims at 
the abolition bf the wage system. But if is not in favour of 
abolishing private property. It is content to declare, in virtue 
of the law of solidarity, that all private property is in a way 
mortgaged for the good of society, or rather for the disinlKuited 
members of society. Such is the central idea in M. Leon 
Bourgeois’s book. La Solidarity (1894). And it is, more or less, 
the economic programme which the party called Eadical is com- 
mitted to when it comes into })Owcr. This pi’ograrnme has been 
discussed in two series of lectures by different professors at a 
private school called “ Haiites Etudes Sociales.” They have 
been collected in two volumes : — the first is theoretical, Essai 
d'une Philosophie de la Solidarity (1902) ; the second is more prac- 
tical, Applications Sociales de la Solidarity (1907). Solidarity 


1 Tl)is young school has so far published no hooks, but it has spoken in several 
interesting pamphlets, viz., U Affirmation du droit collectify par M, Emmanuel L6vy 
(1903), and many review articles. See, on this subject, an article in the Revm 
d'£conomie politique, 190G, “ l!e Socialismc juridiquo,” by M. Hitier. 
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has also formed the subject of a report laid before the Institpte, 
followed by a long discussion, in which it came in for some 
rough treatment,^ 

France has also her Christian Socialism, or, rather jt as the 
school itself prefers to say, her Social Christianity; bv't its in- 
fluence is very limited, and its programme of a ver;^^^ moderate 
nature. 

Within the iloman Catholic Church, “social Christianity'' 
has as its organ the review, L' Association Catholique, It con- 
fines itself to demanding an economic and even political organi- 
sation, founded on professional association or trade unionism, but 
exacts from its unions sentimtnits of good will towards the 
employers, and moral, social, and religious virtues which, it 
(jxercised, would put them at the opposite [kiIob to existing 
unions. Social Catliolicism in no wise aims at the abolition 
of the wage system, and cherishes respect for property and 
inheritance. It only approximates to Socialism in its attacks 
on capitalism, on large limited liability com].)anies, and at times 
even on interest, which it would like to see controlled, if not 
abolished. 

Some ten years ago there was a group of young abbt^s, far 
more advanced than this, and disposed to go all the w'ay with 
Socialism in their ellorts to rally people around tlie Church. 
But the movement was a failure, being disallowed by Pope and 
bishops, and repudiated by the district of the Socialists them- 
selves. Notwithstanding it has not long ago been resusci- 
tated by a young, Catholic layman, M. Marc Sangnicr, 
of great piety and gifted with seductive eloquence. M. 
Sangnicr goes from town to towm to convert the ixiople 
to a republican and democratic Christianity, with an 
economic programme which is ill-defined, but which involves 
the abolition of the wage system. The movement, which is 
making way among the more liducated Catholic yorith, has its 
own organ, the review named Le Sillon (the Furrow), and has 
brought out a number of tracts, but as yet no work of general 
exposition. 

On the side of the Protestant denominations there is also a 
social movement which has given birth to an “Association pour 
I’etude des questions sociales." Its organ is a monthly review, 
he Christianisme SociaL In this movement there is an Extrertie 
Left, composed of enthusiastic young pastors, inspired by the 

^ Soo the Compte-rmdu de VAcad4mie des Sciences Morales et PoUtiqym^ 1906, 
at)d the little book of M. Bougl6, Le Solidarisine^ 1907. 



1907] 


BCONOMIO LITBRATUBE IN PRANCE 


211 


example of the Anlerican ex-pastor, Herron, who go bo far. as 
to^be Collectivists and even Communists, while repudiating 
the materialistic cliaracter of Marxist Socialism. And it 
is noU a little curious that among them should be a son 
of M. irederic Passy, the well-known orthodox economist, and 
M. de Biville, a professor in the Faculty of I jaw at the Univer- 
sity of Ca m.^ They have as their organ a newspaper called the 
Avemt-Garde, The majority, however, of the Association holds 
by the “ solidarist ” programme, which has been described 
above, and, for a solution of the social question, is satisfied with 
a generalisation of co-operative association, embracing the whole 
of the economic organisation as conceived by the Bochdale 
pioneers. This is not surprising when it is known that the Asso- 
ciation has for president M. de Boyve, one of the leaders of 
the co-operative movement in France. 

To complete this review of the movement in economic 
studies, the movememt in works on the cognate science of 
Sociology should be taken into account. But this would involve 
further increase of bulk in a review which, if incomplete, is 
already luaivily loaded. We must limit ourselves, therefore, in this 
field to a few brief references, recalling to the reader the most 
interesting, if now slightly antiquated, work by M. Es])iiias on 
Lcs Societes animates, and the well-knowm books on La Dim- 
sion du Travail (1892), by M. Durkheim, in which, the title 
notwithstanding, the economic aspect is kept in the back- 
ground bc‘caia«,'. the subject of the worl\^ is the Sociological 
division of labour, considered as the foundation of Sociology, 
and even of morality. Then there are the works of M. Tarde, 
recently deceased, Les Lois d.c rirmtaiion (1890) and La 
Psychologie ICcononiiqnc (1903), as w'ell as that by M. Bougi<5 
on La DHnoeratic de/rani la Science (1905). There arc also some 
periodicals^a Hevue Internationale de Soeiologie and the Annales 
de V Institut, both edited })y M. Bene Woi’iiis, and L' A nude 
Soeiologique , edited by M. Duskheim. 

Let us add, in conclusion, tliat a great number of publica- 
tions of an entirely documentary character, but only the more 
valuable for that, have been issued by the Office du Travail 
(depending formerly on the Ministry of Commerce, now on the 
Ministry of Labour). More than forty volumes on labour asgo- 

^ A report of one of tlu^se discussions on CoUcctivisin will be found in the 
volume of Transactions of the Association’s latest Congress, held last year at Geneva, 
voh 12 of Congress reports. 
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ciations, hygiene in workshops, statistics of wages and stril^cs, 
labour insurance, A^c., have already been published. 

Wc see then, that, in spite of some lacu^^, the 
economic literature of France is fairly abundant apd very 
miich alive. The deficiency does not lie in ^boks or 
periodicals ; nor does it lack in grip on public attentyn. It is 
precisely living “actuality,” for that matter, that j/uthors and 
jMiblic go after, much more than science. And since, at the 
present moment, labour questions and social reforms are topics 
of ” actuality,” everything else is more or less put in the second 
rank. On the one side w^e see a confused medley of .agitating 
State-advocates {Etatistes), “ solidarists,” socialists, revolution- 
aries or religionists— -all those who deem that, in an oft- 
repeated formula, “something must be done.” On the other 
side there is the rally round ' ' V Institut of those who would 
uphold against all attacks the sacred principles of individual 
enterprise, property, and free competition. Even the Univer- 
sities, refuge of study from the noise and dust of public places, 
are moved by the tumult without. 

After all, there is great excuse for these pieoccupations in 
times so. agitated and in an environment so full of strife as that 
of French society at the begijining of the twentietli century. 
When the house is on fire, action comes easier than contempla- 
tion. It must, nevertheless, not be forgotten that these are not 
the conditions most favourable to the blossoming of science. 
There are scientific theories which, like lovely crystals, can only 
take shape and develop in an environment of calm and sheltered 
from shocks. Where political economy is used as a weapon, 
whether to attack or to defend the existing order of things, 
where it is harnessed in the service of party, it necessarily 
loses the attributes essential in every science — those attributes 
which British economics possess in so eminent a degree, and 
which wc can but contem])late with envy — serenity g^nd unity. 

Cii ARLES Gide 



THE INFLUENCE OF THE KATE OF INTEREST ON 

PRICES.’ 


The thesis which I humbly submit to criticism is this. If, 
other things remaining the same, the leading banks of the world 
were to lower their rate of interest, say 1 per cent, below its 
ordinary hwel , and keep it so for some years, then the prices of all 
commodity's would rise and rise and rise without any limit what- 
ever ; on the contrary, if the leading banks were to raise their 
rate of interest, say 1 per cent, above its normal level, and keep 
it so for some years, then all prices would fall and fall and fall 
without any limit except Zero. 

Now this proposition cannot be proved directly by experience, 
because the fact required in its hypothesis never happens. 

The supposition was that the banks were to lower or raise 
their interest, other thmejs remaining the same, but that, of 
course, the banks never do; why, indeed, should they? Other 
things remaining the same, the bank-rate is sure to remain the 
same too, or if, by any chance, e.g,, by mistake, it were altered, 
it would V('ry soon come round to its proper level. My thesis 
is, therefore, only an abstract statement, and somebody, perhaps, 
will ask : what is the use of it then? But I venture to assert 
that it may be of very great use all the same. Everybody knows 
the statement of Newton that, if the attraction of the sun were 
suddenly to cease, then the planets would leave their orbits 
in the tangential direction ; this, too, of course, is only an abstract 
proposition, because the solar attraction never ceases, but it is 
most useful nevertheless; indeed, it is the very corner-stone of 
celestial mechanics ; and in the same way I believe that the 
thesis here propounded, if proved to be true, will turn out to 
1:)6 the corner-stone of the mechanics of prices, or rather one of 
iis corner-stones, the influence of the supply of precious metals 

pa|>©r read before the Economic Section of the British Association, 1906. 

Ho. 66. — A?OL. XVII. Q 



214 


THE ECONOMIC JOUENAL 


[JUNE 


aad of the demand for commodities from the gold-produQing 
countries being the other. 

Before going further, however, we must answer one more 
question. Our supposition might be not only unreal as to facts, 
but even logically impossible; and then, of course, its would 
be nil. According to the general opinion among econc^fnists, the 
interest on money is regulated in the long run by tlie profit on 
capital, which in its turn is determined by the productivity and 
relative abundance of real capital, or, in the terms of modern 
])olitical economy, by its marginal productivity . This remaining 
the same', as, indeed, by our supposition it is meant to do, would 
it be at all possibles for ih(' banks to keep the rate of interest 
either higher or lower than its normal level, prescrilx'd by the 
simultaneous state of the average profit on capital? 

This question deserves very careful consideration, and, in 
fact, its proper analysis will take us a long way towards solving 
the whole probkun. 

/ Interest on money and profit on capital arc not the same 
thing, nor are they immediately connected wdth each other; if 
they were, they could not differ at all, or could only differ a 
certain amount at every time. There is no doubt some con- 
necting link between them, but the propter nature and extent 
of this connection is not so very easy to define. 

If w^e look only at credit transactions betwtjen individuals, 
without any interference of banks, the connection between 
interest and profit indeed seems obvious. If by investing your 
capital in some industrial enterprise you can get, ‘after duo allow- 
ance for risk, a profit of, say, 10 per cent., then, of course, you 
will not lend it at a much cheaper rate ; and if tlie borrower has 
no recourse but to individuals in the same situatioTi as you, he 
will not be able to get the money much cheaper than that. 

But it is a very different thing wdth the modern forms of 
credit, which almost always imply the rncidiation of some bank 
or professional money-lender. The banks in their lending busi- 
ness are not only not limited by their own capital ; they arc 
not, at least not immediately, limited by any capital what(wer ; 
by concentrating in their hands almost all payments, they them- 
selves create the money required, or, what is the same thing, 
they accelerate ad libitum the rapidity of the circulation of 
money. The sum borrowed to-day in order to buy commodities 
is placed by the seller of the goods on his account at the same 
bank or some other bank, and can be lent the very next day to 
some other person with the same effect. As the German author, 
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Struck, justly says in his well-known sketch of the English 
money market : in our days demand and supply of money have 
become about the same thing, the demand to a large extent 
creating its own supply. 

In tiwure system of credit, where all payments were made 
by transfVonce in the bank-books, the banks would be .able to 
grant at any moment any amount of loans at any, however 
diminutive, rate of interest. 

But tlien, what becomes of the conn(*.cting link between 
interest and profit? In my o|)inion there is no such link, except 
precisely t/ic effect on prices, which would be caused by their 
difference. 

When interest is low in proportion to the existing rate of 
profit, and if, as I take it, iJtc prices thereby rise, then, of course, 
trade will require more sovereigns and bank-notes, and there- 
fore the sums kmt will not all (a)me back to the bank, but part 
of them will remain in the boxes and purses of the public; in 
consequence, the bank reserves will melt away while the amount 
of their liabilities very likely has increased, which will force 
them to raise their rate of interest. 

The reverse of all this, of course, will take place wdien the 
rate of interest has accidentally become too high in proportion 
to the average lu'ofit on capital. So far, you will easily remark, 
my proposition is quite in accordance with well-known facts 
of the money market. If it be not true, if, on the contrary, 
as Thomas Togke asserted, and even Eicardo in his earlier 
writings seems to have believed, a low^ rate of iiitcu’est, by cheap- 
ening, as they put it, one of the elements of production, w^onld 
lower prices, and a high rate of interest raise them — a most 
specious argument, resting, however, on the unwarrantable as- 
sumption that the remuneration of the other factors of production 
could, under such circumstances, remain the same — then the 
policy of banks must be the very reverse of what it really is ; they 
would lower their rates wdien prices were getting high and 
reserves becoming lows they would raise them in the opjX)site 
case. 

A more direct proof of my thesis is required, however, and 
might be given in some such way as this. If as a merchant I 
have sold my goods to the amount of I-'lOO against a bill or 
promissory note of three months, and I get it discounted at once 
by a bank or a bill broker, the rate of discount being 4 per cent, 
per annum, then in fact,! have received a cash price for my 
goods amounting to £99. If, however, the bill is taken by the 

Q 2 
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bunk at 3 per cent., then the cash price of my goods have i^so 
facto risen, if only a quarter of 1 per cent. ; very likely not even 
that, because competition probably will force me to cede part of 
my extra profit to the buyer of the goods. In other cases, how- 
ever, when long-term credit comes into play, the immc^liate rise 
of prices might be very much greater than that. If jfhe rate of 
discount remains low, the interest on long loans is sure to go 
down too ; building companies and railway companies will be 
able to raise money, say at 4 por cent, instead of 5 per cent., and 
therefore, other things being the same, they can oiler, and by 
competition will be more or less compelled to offer for wages 
and materials, anything up to 25 per cent, more than befor(‘, 
4 per cent, on £125 being the same as 5 per cent, on £100. 

But, farther — and this is the essential point to which 1 would 
call your special attention— the upward movement of prices, 
whetlier great or small in the first instance, can never cease so 
long as the rate of interest is kept lower than its normal rate, 
i.e., the rate consistent with the then c‘xisting marginal pro- 
ductivity of real capital. When all commodities have risen in 
price, a new level of prices has formed itself winch in its turn 
will serve as basis for all calculations for tiie future, and all con- 
tracts. Therefore, if the bank-rate now goes up to its normal 
height, the level of prices will not go down ; it will simply 
remain where it is, there being no forces in action which could 
press it down; and, consequently, if the bank-rate ranains lower 
than its normal height, a new impetus tow^ards forcing up the 
prices will follow, and so on. The opposite of all this will take 
place when the rate of interest has become too high in propor- 
tion to average profit, and so in both cases a difference between 
the two rates remaining, the movement of prices can never cease, 
just as the electric current never ceases as long as the difi'ererice 
of tension between the poles remains. 

The proposition that a low rate of interest will raise prices, 
a high rate of interest lower prices, is in some respects anything 
but new; it has been stated more than once, but a formidable 
objection was always triumphantly brought against it in the 
shape of statistical facts; indeed, if you consider the figures 
given, e.g., by Sauerbeck in his w^ell-known tables in the Journal 
of the Statistical Society, you will generally find that high prices 
do not correspond with a low rate of interest, and vice versa; it 
rather comes the opposite way, interest and prices very often 
rising and falling together. But this objection quite loses its 
importance; nay, more, it turns into a positive support of our 
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tl^ry, as soon as we fix onr eyes on the relativity of the con- 
ception of interest on money, its necessary connection with 
profit on capital. The rate of interest is never high or low in 
itself, but only in relation to the profit which people can make 
with theynoncy in their hands, and this, of course, varies. In 
good times, when trade is brisk, the rate of profit is high, and, 
what is of great consequence, is generally expected to remain 
high; in periods of depression it is low, and expected to remain 
low. The rate of interest on money follows, no doubt, the 
same course, but not at once, not of itself; it is, as it were, 
dragged after the rate of profit by the movenumt of prices and 
the consequent change's in the state of bank reserve, caused by 
the dilTerence between the two rates. In the meantime this 
diffcTence acts on prices in just the same way as would be the 
case if, according to our original supposition, profit on capital 
wore to remain constant, and interest on money were to rise 
or fall spontaneously. In one wwd, the interest on money is, in 
reality, very often low when it seems to l.)e high, and high when 
it seems to be low. This I believe to be the proper answer to 
the objection stated above, as far as tlie influence of credit on 
prices is n'garded ; occasionally, of course, as in tiiiu's of wild 
speculation or panics, the problem is complicated very much 
by the action of other factors, which need not here bc' taken into 
consideration. 

Granted, then, our theory to bc true in the main or in the 
abstract, what will be its practical consequences? to what extent 
would the leading money institutions be able to regulate prices? 

A single bank, of course, has no such power whatever; indeed, 
it cannot put its rates, whether much higher or much lower than 
prescribed by the state of the market; if it did, it would in the 
former case lose all profitable business ; in the latter case its 
speedy insolvency would bc the inevitable consequence. 

Not even all the banks of a single country united could do 
it in the long run ; a too high or too low rate would influence its 
balance of trade, and thereby cause an influx or reflux of gold 
in the well-known way, so as to force the banks to apply their 
rates to the state of the universal money market. 

But supposing, as, indeed, we have done, that all the leading 
banks of the commercial world w^cre to follow the same course, 
thtin gold could have no reason to go to one place more than to 
another, and so the action exercised on prices would have its 
sway without any hindmnee from the international movement 
of money. Still, even then it would, under the present circum' 
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stances, have its obvious limits. As I remarked at the ouftsfet, 
the influence of credit or the rate of interest is only one of the 
factors acting on prices ; the other is the volume of metallic 
money itself, especially, in our times, the supply of gold, and 
so long as the gold itself remains the standard of vllue, this 
factor evidently will take the lead in the long run. HVerc the 
production of gold materially to diminish while the demand for 
money be unaltered, the banks no doubt, by lowering their rate 
of interest, might for a while profitably react against the other- 
wise inevitable pressure on prices, but only for a while, because, 
even if the rather unnecessary stiffness of present bank legis- 
lations could 1)0 slackened, the ever-growing demand for gold -for 
industrial purposes would gradually reduce the bank stores, and 
could only be checked by raising the price of gold — that is, l)y 
lowering the average moru'y prices. 

The other extreme, which at present seems much rnoi’e likely 
to occur : a plethora of gold supply, and th(' rise of prices thereby 
caused, could not be effectually met in any way, so long as free 
coinage of gold exists.^ 

On the other hand, if this most essential step on the way to 
a rational monetary system should be takcTi, if the free coining 
of gold, like that of silver, should cease, and eventually the bank- 
note itself, or rather the unity in which the accounts of banks 
are kept, should become the standard of value, then, and not 
till then, the problem of keeping the value of money steady, the 


^ It is not easy to describe or imagine tho exact manner in which an excess or 
deficiency in the ordinary gold supply affects prices, although its ultimate effect on 
them cannot well be doubted. As in our days tlie now gold generally finds its way 
as soon as possible to the banks, the common impression seems to be that it by so 
much increases the loanable funds of the banks, and therefore in tho first instance 
causes tho rate of interest to go down. This, no doubt, would be true if the new 
gold in its totality wore deposited by its owners as capital for lending purposes, and in 
BO far as this may be tho case it indeed affords an illustration, and the only practical 
one, of tho lowering of bank rates effecting a rise of prices. But mostly, I suppose, tho 
gold comes to us not as lending capital, but as payment for the imports of tho gold- 
producing countries, and if so its acting on the prices will bo much more immediate 
and its effect on the rate of interest very slight. It is even possible that tho rise of 
prices, caused by the increased demand for commodities from the gold countries, 
will foreruyi the arriving of the gold, the necessary medium of exchange being in the 
meantime supplied by an extension of tho credit, so that tho rate of interest perhaps 
will rise from the beginning. In any case tho ultimate effect of an increased gold 
supply will be a rise, not a fall, in the rate of interest (and vice versa with a lacking 
supply of gold), because the large mining enterprises and tho buying up of gold by tho 
non-producing countries have actually destroyed largo amounts of real capital and 
thereby given the rate of profit a tendency to rise. This all maybe tho explanation 
of some rather perplexing features in economic history, a rise of prices even when 
apparently caused by a surplus of gold supply very seldom being accompanied by a 
low rate of interest, but generally by a high one. 
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a^rage level of money prices at a constant height, which evidently 
is to be regarded as the fundamental problem of monetary science, 
would be solvable theoretically and practically to any extent. 
And the means of solving it need not be sought in some more 
or less fantastic scheme like that of a central' issuing bank for 
all the world, as it is sometimes ])roposed, but simply in proper 
manipulation of general bank-rates, lowering them when prices 
are getting low, and raising tliem when prices are getting high. 

Nor waiuld this system be at all artificial, because the point 
about which the rate of interest would then oscillate, and to 
which it would constantly gravitate, wamld be precisely what 1 
have called above its normal level, that one prescribed by the 
Birnultaneous state of the marginal productivity of real capital, the 
alterations of which we, of course, cannot control, but only have 
to comjdy with. 

P.S, — When this paper Was read at the British Association 
meeting it was objected by Mr. .Palgrave that the banks could not 
possibly be cliarged with the regulation of prices, their liberty 
of action — if 1 understood him right — being, in his view, restricted 
by the necessity of protecting their own reserves as well from getting 
too low in conse(pience of an unfavourable balance of trade, as 
from running to an unprotitablc height by an inthix of gold. This, 
no doubt, is true, but it must not be forgotten that the international 
rate policy of banks has, as it were, two degrees of freedom, in so 
far as the international nioveuient of gold can be checked or 
modified, not ojtily by raising the rate of discount in the country 
from which the metal flows, but also by lowering it in the country, 
or countries, to whicli gold is flowing. In other words, the action of 
the banks against each other, which has for its object the proper dis- 
tribution of money, or the levelling of the nioeau of prices between 
different countries, might logically be concomitant with a common 
action for tlie purpose of keeping the universal value of money and 
level of pric#es at a constant height, which, however, under present 
circumstances only can be done witliiii the limits prescribed by 
the gi'ueral supply of gold. 

On the other hand, it was remarluHl by Professor Edgeworth that 
if the free coinage of gold be suppressed, the Governments them- 
selves have in their hand the regulating of general prices. This, 
too, is true, at any rate so long as the present large production of 
gold persists; and even if it should cease, and gold become scarce, 
the Governments, no doubt, might supplant the lack in currency 
by a judicious emission of paper-money. But a single Government 
has in this respect only the choice between two alternatives : it 
may try to keep the vakie of its money steady towards the com- 
moditiesj but then it necessarily sacrifices the parity of its ex- 
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changes; or else it may manage to keep its exchanges strictly^t 
par, but then it has of itself no power over the level of prices. 
Some international agreement, either regarding the amount of gold 
to be coined by each country or else involving a common rate-policy 
of the banks as described above, must needs come into play, shall 
both those purposes — the steadiness of the average valuefof money 
and thcr parity of exchanges — be fulfilled together; and it seems to 
me, although I may bo mistaken, that for several reasons such 
agroornents could be far more easily and effectually made by the 
banks, with tlio support, that is, of the Governments, than by the 
Governments themselves exclusive of the banks. 

For a more detailed analysis of the practical side of the question 
and of th(‘ whole argument, I must refer to my book, Gchhins und 
GiiterpreUe (Jena: Gustav Fischer, 1898; being tbe furtber develop- 
ment of an article in Conrad’s Jahrbilcdier^ Bd. 13, 1807), as well as 
to my printed University [jectures (Bd. 1:2, 1906, in Swedisli). 

Knot Wtcksell 



APPEECIATIONS OF MATHEMATICAL THEOElEfi. 

Some theories wliich have recently been published in the 
Economic Journal are the object of the following reflections : — 

I. — Beginning with Mr. Bigoii’s article in the Economic 
Journal for 1903,^ I remark tha,t he has justly described the 
relations between the economic measure of utility and the philo- 
sophic doctrine of utilitarianism. The measure of utility pro- 
posed by Lupuit is applicable^ in its first intention and obvious 
interpretation to a great number of transactions.^ But thej 
cautions with which the second author of the method has qualified 
its statement'^ are often required. His followers are not com- 
mitted to Mill’s doctrine, “ that to think of an object as desir- 
able (unless for the sake of its consequences), and to think of 
it as pleasant, are one and the same thing; and that to desire 
anything exce}>t in proportion as the idea of it is pleasant, is 
a physical and raetaphysical impossibility.”^ .Like Browning, as 
elsewhere portrayed by Mr. Bigou, the philosophical economist 
may think of himself as ” able, if he so chooses, to resist his own 
pleasure-seeking desires” . . . “not an inert mass chained, as 
Bentham believed, to the irresistible |X)W"er of imagined pain and 
pleasure.”^ It is not inconsistent with the use of the money- 
measures to indulge in a distinterested pursuit of the happiness 
of others, or even aim at some good distinct from the joy of 
sentient beij^gs. Nor can the technical apparatus for the 
measurement of economic utility be employed for “the sum- 
mation of total happiness.”^ 

Agreeing with the general tenor of Mr. Pigou’s remarks on 
these sublime topics, I still think that the economic measure of 

^ “Some Remarks on Utility,’* Economic Journal, vol. xiii,, p, 68. 

^ Loc, cit.j p, 68, last par. 

® Marshall, Principles of Economics^ Bk. i. Oh. III. § 5, note. 

Utilitarianism, p. 68. ^ 

® Browning as a Eeligious Teacher y p. 103. 

® Pigou, Economic Journal, loc, cit., p. 68. 
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utility may have some tendency to establish the end propdfeed 
by utilitarianism, and consid(a-ab]c efficacy in supplying means 
tlieroto. Economics cannot indeed prove that to procure the 
greatest possible sum of satisfaction for ail] is the criterion of 
what is right for each. Hut the autliority of an accredited 
6cicnc(i is lent to sliow that this object is not absurd ^ as some 
metaphysicians have suggc‘sted : H. Gi'een, for example, 

when he says that ‘‘the aggregate of ]) 0 ssil)le enjoyments’' of 
which modern utilitarians tell us “simply ro|)ri‘sents the vain 
attempt to got a- definite by the addition of indefinites. It has 
no more moaning than ‘ the gre^atest quantity of time ’ would 
havo.”‘^ A scruple worthy of the Ek^atic school is solved by 
walking in the way of the modern economist. To some it is 
not simply tlu' addition of ])leasur(^s, but the addition of pleasures 
belonging to dilferent persons, which forms a stumbling-block. 
Tlu^ fainiliar and suc.(H\ssful application of the conctqdion col- 
lective total utility, Gem einnutz.cn, ^ is calculated, I thiiik, to 
dispel this prejudice. Moreover, the ttadmical apparatus may 
conceivably be employed as a meajis towards ascertaining the 
gre,atest possible sum of satisfactions in a utilitarian sense, in 
two large departments of economics which hordc'r on ethics and 
politi{‘S. A utilitarian end, the kaist possible sacrifice on the 
part of all concerned, may be accepted as tlie criterion of taxa- 
tion.'* As the principle of arbitration between combinations 
there has been suggested the Tnaximum total utility, not so much 
that of society as a w-holc, as that of the parties to the agree- 
ment.^' 

However we define the “satisfactions” which arc measured 
by the method under consideration, the question may arise : 
With what unit are they mea.sure(l? Professor Irving Fisher’s 
unit, ” the desire of an arbitrarily chosen individual A for B a 
small increment of a giv(m commodity under given circum- 
stances,” is prefernal by Mr. Pigou to a- “ just j^erccivable in- 
crement of pleasure.” Perhaps it is better to say, with Pro- 
fessor A. Voigt, that no unit is required : quantities like utility 
are to be measured only by ordinal numbers. In confirmation 
of this conception Professor Voigt refers to the view, now 

^ Economic Jouiinac, 1896, p. 687. 

2 Introduction to the moral part of Humo’B Treatise, § 7. 

Auspitz and Liebon, Theorie dcs Preises, p. 23 et passim. 

4 Economic JoCBNAn, vol. vii., Pure Theory of Taxation, iii. 

Loc. cit., p. 552, and Qmrterly Journal of Ecofiomics, 1904, vol. xviii., 

p. 216. 

® “ Zabl undMass in dor Oekonomie,” Zeitschrift fUr di€ Gesainte Staatswissen- 
schaft, 1893, No. 3 ; referred to in the Economic Jouknal, vol. iii., p. 202. 
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prevalent among mathematicians,^ which sees in ordinal 
number rather than in cardinal the primary conception of 
number.” 

In a first view of the measure under consideration utility 
may be considered as related to money in the way of a con- 
tinuous function. Thus ^ if travel is the commodity ;fen joyed, 
and a lowering of fares (which may be supposed to be reckoned 
on the “zone” system) enables the consumer to procure more 
of this article, he may simply take new tours, in addition to 
those which he would take even at the higher faro. He may, 
howevei-, be induced by the change of fares to rearrange his 
whole scheme of travel. The difficulties connected with such 
change of function apf)ear to be minimised by the plan which 
Auspitz and Lieben liave adopted for representing total utility.^ 

A more serious disturbance of the relations between Demand 
and Total Utility aris(',s when the amount that any one person 
demands is affected by the amount which other persons demand.^ 

1 Q). Professor Lovo in the article on “Functions of Real Variables” in the 
Encyclopcedia Driiamiioa, od. x. vol. 28. — “ The capacity of numbers to answer 
questions of how many and how much — in other words, to express the results of 
operations of countin«» and measuring — may bo regarded as a secondary property 
derived from the more fundamental one of expressing order. 

“ Natural numbers form a series with a definite order, and t)\o expression ‘ greater 
than ^ and ‘ less than ’ moan ‘ more advanced ’ and ‘loss advanced ’ in this order.” 

2 Thcorie dcfi Preiscs^ pp. 9, 78, 87, 141, et passim. 

The conception may bo ilhistratod by the common supposition that at social 
gatherings which are cheered by alcoholic beverages the consumption of liquor per 
head is likely to be greater the more numerous the company. An opportunity of 
testing tins belief is afforded by the varying size of the dihners at a certain Oxford 
College wliosG members are thought to be susceptible to the influences of good 
fellowship. The dinners on the Sundays during that part of the Terms which is 
described as “full” seem well suited for the purpose of verification, the number 
varying considerably — from seven to forty-two in the course of the period which 
I have observed— while the character of the eutertainment is not otherwise 
materially altered. The amount of wine (of different kinds) drunk on each occasion 
and the cost tliereof, has boon recorded. I have utilised the records for four 
years, 1903-l<5o6 inclusive, emiffoying the following assumptions. I take 
the cost of tlio wine consumed as the measure of tlio quantity ; and I take the 
variations in the quantity consumed per head as an index of variation in effective 
demand. The demand is, indeed, not measured as usual : for the total cost of the 
wine drunk on each occasion is divided equally among all who have taken part in 
the potation. Accordingly the final utility of the last dose which an individual 
consumes is not, as in ordinary cases, balanced by the cost of that dose ; the set-off 

is only an ^th part of tliat cost, where n is the number of the company. I 

assume, however, that this peculiarity does not appreciably stimulate the con- 
Bufliption of wine at a College dinner, and that the amount of wine drunk at these 
social gatherings may bo taken as an index of effective demand, just as well as 
if each individual, as happens at Club dinners, paid for what ho individually 
consumed. I may add that if tbeflcircumstanco which I neglect were really of account, 
the conclusion to which I am coming would be a fortiori. To test whether the size 



224 


THE ECONOMIC JOURNAL 


[JUNE 

Mr. Pigoii, improving on Mr. Henry Cimynghame’s specula- 
tiooB on this subject,^ points out that a “consideration of the 
distribution of the commodity, as well as of the mere cpiantity of 
it,” should be taken into account.^ His elaborate forjn\i]a> far 

of the party has any inflncnco npou the dopth of tho potations, T first find the 
average s}zg of a party, and tiion I find the average cost per head, on the one hand, 
for parties that are below tho average size, and on tho other hand for parties that 
arc above tlie average size ; for oach year, and for the whole period. Tiie results 
are exhibited in tho subjoined table. For example, in the year 190G the records 
of 25 Sunday dinners were examined. The average attendance was 21 (the 
smallest attendance being 10, tho largest 42). Tin'- average cost per head of tho 
wine drunk at all the 25 dinners in 190G was a sum which comes to 95*4 per cent, of 
the average cost per head of the wine drunk at all the 102 parties in the four years 
1903~G. The average cost of the wine drunk at those dinners numbering 12 (or more 
exactly construed, 12^), at which tho number of diners was below the average for tho 
year, was 97 per cent, of the aforesaid general average for tho whole period. Tho 
average cost for the ];>artios at which tho numbers wore above tlio average of tho 
year was 93 ‘8 per cent, (of tho general average). I have thought it siiflioicnt to 
give the costs as percentages. Tho statement of the actual figures is forbidden by a 
scruple such as that which deterred Gibbon from disclosing tho amount of bis 
income, lest he should excite tho envy of some and the contempt of others. 


Cost per head ix)r cent, of average 



Number 

Average 

cost for period 1903 6 


parties. 

of party, j 

Small 

parties. 

Parties of 
all sizes. 

] jarge 
parties. 

ms 

25 

18-4 1 

1 

99*8 

103-4 

106*2 

1904 

26 

i 

17-8 1 

97-6 

99 '8 

101*7 

1905 

26 ‘ 

! 19-2 j; 

1 Ij 

104-5 

lot 4 

98-3 

1906 

21 

1 1 

1 21 *0 ■: 

1 : 

97*0 

95 '4 

i 

93-8 

1903-6 

98 

19*1 ! 

100*5 

j 100 

99*4 


It appears from an inspection of this table that no constant or considcrablo 
excess of consumption is shown by the larger as compared witVi tho smaller parties. 
When it is added that the “probable error ” incident to tho difiercnco between tho 
average consumption of large parties and that of small parties in any one yoa,r is 
about 3 per cent, (per cent, of the general average cost as before), it will bo 
apparent that in this example the influence of tho amount demanded by all on the 
average demand of each is inappreciable. ^ Economic Journal, vol. ii. , p. 37. 

2 The now conceptions of oollcotive in relation to individual demand are 
analogous to the departure in the theory of probabilities according to which the 
elements or components which generate tho law of error are no longer regarded as 
perfectly independent (see Journal of the Statistical Society^ 1906, vol. Ixix.). When 
each element is correlated with the sum of all, we have a simple case like that 
conceived by Mr. Ounynghame {Cp. Economic Journal, 1906, vol. xv., p. 64) ; tho 
case in which each element is correlated with s^me only of tho other elements 
resembles Mr. Pigou’s more exact conception. 
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transcend the resources of statistics ; but they subserve the 
useful purpose which Dupuit, referriug to the impossibility of 
dotcrminiug even the simpler law^ by statistical observation, has 
thus indicated: “ quand on iie pent pas savoir Ics choses e’est 
dej^ boaucoup que de savoir qu’on ne sait non.” ^ 

The theory improved by Mr. Pigou has useful analogies with 
tlie extended tfuiory of supply. The latter, indeed, does not, I 
think, equally require the consideration of distribution. But 
both tlieorics profit by the method of repn^senting tlu^ element 
of time which Mr. J^igou has exhibited in a snbs('qiient article.^ 
As I understand his construction, “the ordinary demand 
curve,” at any time represented by a point on the axis of 
X, is in a plane passing through that point, parjillel to the 
plane of YZ ; Y denoting the scale of consumption, and Z the 
price. The diagrams, which are presented at succ(^ssive epochs, 
do not occur like the slides wdiich an exhibitor inserts in a regular 
sequence into his lantern. What diagram at the time x+ Ax will 
succeed the diagram presented at the time y+Ay will not 
dejiend simply on the time. To continue the metaphor, according 
as a certain index [the intersection of the supply- and demand- 
curves] is dirc'cted to one point or another in tlie diagram per- 
taining to the time r, the diagram at the time x-\-Ax will take 
on different shapes.^ The curve which exjircsses tlu^ move- 
ment of the scale of production in time is like the 
path of a particle in a Galtonian error-machine , a path 
determined partly by a prearranged constitution of things, 
partly by accidents affecting each step. The pre -arrangement 
forms the {xirtion of truth in Mr. Cunyngharne’s doctrine 
that “a group of successive curves is the expression of 
a state of facts existing at one time, and is not a group of 
siiccc^ssive time phenomena.” 

Eeferring to Mr. Pigou’s article on ” Monopoly and ('on- 
snmers’ Suiplns,” I select, among many points w^orthy of notice, 
his account of the pressure wEereby the monopolist is able to 
exploit the “consumers’ surplus” of his consumers. It may 
be suggested that the position of the monopolist is strengthened 
when the total amount which ho controls is, or is supposed to be, 
limited.^ The consumers of mineral water controlled by a mono- 
polist, as in Cournot’s illustration, are likely to agree to his 

^ Annales des Fonts ct Chaussi^es^ 1844. 

^ Monopoly and Consuviers' Surplus, Economic Jouknal, vol. xiv., p. 388. 

® I bavo stated my moaning more fully in a criticism of Mr. Cunynghame’s 
doctrines in the Economic Jouhnal, vol. xiv. p, G3 etseq. 

^ The description given by^ Mr. and Mrs. Webb of the bargain between the 
individual workman and the capitalist employer, is very instructive, Iridustrial 
Democracy, Part III. Cb. H. p. 654, od. 1902. . 
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t^rms more quickly when it is known that he has only a fixed 
quantity of the commodity per day at his disposal. 

1 cannot dismiss this article without commending Mr. Pigou 
for having followed the highest authority on the subject in sub- 
stituting ‘'consumers’ surplus” for “consumers’ rent.” I 
submit .that it is better to limit the term ‘ ‘ rent ’ ’ to the income 
derived from things the supply of which is limited, and cannot 
quickly be increased,^ or some neighbouring definition, rather 
than to extend the term, as suggested by Professor Clark to all 
kinds of differential gains. Pent, as defined above, is a species 
of surplus which difi'ers from other kinds of surplus in im- 
portant respects.^ These nice distinctions may be contemplated 
more clearly if dilferent words are used for the species, rent, 
and that which is predicated thereof, the genus, surplus. 

II. — An easy transition leads to Professor Flux’s article in 
the Economic Journal for 1905, of which a leading feature 
is the use of a line to represent the surplus constituting 
economic rent. Professor Flux’s construction may be 

regarded as a variant of that which is employed by 

Messrs. Auspitz and Lieben.^ The use of the ordinate rather 

than an area seems to have, on the side of supply, the same 
sort of advantage which we have already attributed to it on 
the side of demand;^ it smooths over discontinuities of func- 
tion.® A similar construction is suitable to represent pro- 

ducers’ surplus considered as depending on several variables. Thus 
if the outlay of borrowed capital is measured on the axis of X, 
the amount of land •rented on the axis of Y , the surplus accruing 
to a particular farmer, or to farmers collectively, may be repre- 
sented as the intercept between a certain plane corresponding to 
Professor Flux’s line 0 E , and a certain surface corresponding to 
his curve OPJ Of course, this is a very abstract conception, 
neglecting, e./jf., sales at particular times and in particular markets 
on terms which would not pay if adopted generally, and other 
incidents of a somewhat monopolistic character.® 

* See Marshall, Principles, Bk. II. Ch. IV. § 7. 

* See his article in the Quarterly Journal of Economics, 1891, and his book, 
Distribution. The claims of the wider definition are ably stated.by Dr. J. Schumpeter 
in his paper on Das Bentenprinzep in the Jahrbuch filr Oesetzgebung, 1907. 

2 As sliown by Professor Marshall’s Principles, pp. 479, 626, et passim. 

* So far, at least, as Professor Flux uses the ordinates to represent money. 

Reference should also be made to J. D. Everett’s Geometrical Illustrations of the 
Theory of Bent read before the British Association, and published in the Journal of 
the Statistical Society, 1899. ® Above, p. 223. 

® Cf. Flux, loc. cit , p. 282, referring to his Fig. IV. 

7 Op. Quarterly Journal of Economics, 1904, vol? xviii., p. 165. 

® Ojp. Economic Joubnal, vol. vii., p. 238. 
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I^iit I must keep to the subject “improvements and rent- 
ability.” Among the “controversies of a past age” to which 
Professor Flux recalls attention is the thesis that the “sudden 
and general introduction of agricultural improvements ” would 
tend to lower rent.^ I gather that Malthus took the opposite 
side from Eicardo and the Mills on this question, since he held 
that tlie tendency of rents to decrease might be “ counter- 
balanced by extraordinary improvements in the n\odes of cultiva- 
tion.”^ I do not understand that Professor Flux takes either 
side in tliis controversy. liis construction may indeed be em- 
ployed to show that neither the Ricardian thesis nor its contra- 
dictory is universally tru(‘.. The mathematical weapon to which 
Ih'ofessor Flux has imparted new refinement may be directed 
against the Eicardians with at least as much effect as Mr, 
(.'annan has turned against them their own primitive instrument 
of arithmetical illustration.** 

But 1 submit that the Eicardian thesis is not refuted by the 
proof tliat it is not universally true. For, interpreted gener- 
ously, the tlK'.ory purports to be only probable. The probability 
with which we have here to do is not merely the sort of credi- 
bility short of certitude which characterises empirical knowledge 
generally, but rather a species of presumption not founded on 
specific experience, which is peculiar to the Calculus of Proba- 
bilities. Such is the postulate that when an event must occur 
in one of two ways, and is not known to occur more frequently 
in. one way than another,^ then the event may be considered 
as equally likely to occur in one way as in the other. ^Witli 
this may be connected the postulate that — in the absence of 
specific knowledge to the contrary — the coefificients with which 
we have to deal have not extreme values ; in particular that the 
differential coefficients are not infinite ; and accordingly the 
functions not discontinuous; and so forth. These probabilities 
might be conveniently called “ a priori/' from their use in the 
Calculus. I have elsewhei'e^ dwelt on this kind of probability 

^ J. S. Mill, Political Pconomio Bk. IV. Cb. III. § 4. 

'•* Quoted by Prof. Flux, loc. cit. , p. 277. 

Theories of Production and Distribution^ p. 322 ct seq^. 

** Wliile, if there was a dilTereiico of frequency, it would liave come to our know- 
ledge — I should bo disposed to add, in accordance with the view which I have 
expressed respecting “The Philosophy of Chance,” Mind^ 188. 

*^^Explioitly and in general in the article in Mindy which has been referred to, 
and in Metretike a pamphlet published in 1887 by the now defunct Temple Com- 
pany ; summarily, and with reference to Economics, in Qiornalc degli Economistiy 
1897, vol. XV., p. 818; and in Eocg^OMic Jouunal, vol. vii.,p. 6C2, note, andvol. ix., 
p. 307, last par., p, 312, first par., p. 313, note. 
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required in the human sciences, and content myself now with 
an additional example. Investigating the incidence of our 
import duties Mr. Pigou properly begins an argument thus : 

“ Presuming, as in the absence of knowledge is reasonable, that 
the elasticity of production is the same at home and abroad.*'^ 
So Mr. Bickerdike, in a pajior to wliich we are coming, properly 
presumes that the coefficients of elasticity with which he has to 
do have not extreme values. 

Now let us apply this [)rincip]e to the problem in hand, one 
datum of which, it should heremembtTed, is that tlie total quantity 
of corn consumed before and after the improvement is the 
HfMue. We suppose with Mill “ population stationary, and a 
sudd(u) improvemc'nt made in the arts of production”;^ and 
W(^ also follow Mill in treating it as a matter of general know- 
ledge that of STi article, “such as the habitual food of the 
people of England, w^heaten meal,” ‘‘there is probably as much 
consumed, at the present cost price, as th(U’o would be with 
the present population at a price considerably lower.” With 
these presuppositions, and —to begin with —treating the amount of 
land used as constant, let us look first at the construction which 
Professor Marshall has made familiar, in which the degH^es of 
the abscissa re]>reseT:it successive doses of outlay and the ordinates 
the corresponding increments of “corn.”^ The total area of 
pr'odiice being constant, tlic consequence of an improvement is 
to shoi'ten the absedssa represeid-ing the amount of capital which 
is laid out on the given land ; and to kuigthen the ordinates 
representing the returns to doses of ca])ital — if not for every 
dose, every value of the abscissa, at least in general, and on the 
whole so that an equal area may stand on that smaller value 
of the abscissa wliich represents the capital outlay after the 
improvement. We must give up the pretension to formulate 
the variation in the law connecting the ordinate with the abscissa. 
We must neither affirm that the improvements always add an 
equal absolute amount to the produce of each of the successive 
doses of capital, nor yet that they always add an equal per- 
centage.^ But we may argue, 1 think, that there is no reason 
for expecting the average slope of the new curve to be cither 
largcvr or smaller than that of the old curve ; that as to its 
^ Protective and Preferential Iviport Duties^ p. ‘29. 

Economic Journal, vol. xvi., p. 532. Cp. vol. xvii., p. 100 et seq. 

Political Economy, Bk. IV. Ch. III. § 4. par 1. Ibid, par 5, “ if no greater 
produce is required.'’ 

Ibid. Bk. in. Ch. III. § 2, par. 2 ; Bk. III. Ch. II. § 4, par. 2. 

® Used in the genera) sense defined by Professor Marshall, Principles of 
Eco 7 itmics, Bk. V. Ch. VIII. § 3, par, 1, with reference to the classical theory of rent. 
® Cp. Canaan, loc, ciL 
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gen<5ral trend the new curve will probably resemble the old one. 
It follows that corn rents will probably go down ; and money rents 
very probably. 

The argument is easily translated into the form proper to 
Professor Flux’s construction. The argument is, I think, not 
affected by taking into account the circumstance that the gCmount 
uf land rented by an entrcprcrieur-hirmcr is theoretically in 
general variable . ^ 

III. — I go on to th(', year 1900, which was fruitful in mathe- 
niatical (‘ontributions. Tliere is first the article^ in which Pro- 
fessor Loria has honoured mo by his criticism. Referring to 
an article of mine in the Giornale dcgli Economisti of 1897,^ some 
of which is embodied in the Economic Journal of the same 
year,^ Professor Loria, as I understand, does not travers(5 the 
abstract reasoning which I have applied to the case of dual 
monopoly. ‘Rather he appeals to wha.t may be called scientific 
common sense when he intimates that the case is not worth 
treating, since it could not long exist: “the two monopolists, 
instead of carrying on an unprofitable war . . . will settle the 
value between them.” Now if each of the monopolists were 
producing the same article, this consummation might {x^rhaps, 
with propriety bo assurntjd as the general rule. As Mill says, in 
a passage which is surely remarkable when the date at which 
it is written is taken into consideration, which is, perhaps, even 
truer now than it was then, ” WhcTci competitors are so few 
they always end by agreeing not to cximpete.” ^ But the two 
monopolists whom I am considering are not* always producers 
of the same commodity. That case might be of no practical 
importance, and yet its analysis might be useful, for the sake 
of the analogous concrete cases in which the two monopolists 
control correlated articles, either “complementary” or “rival.” 
These two cases are hardly comprised under Professor Loria’ s 
description oi* my theory: “it is assumed that the production 
of a given commodity is monopolised by two producers only.”® 
I gave as instances of complenumtary articles owned by different 
monojx)lists the ground and the water-power required by millers.’^ 

^ Tlio relation between rent and the productivity of the marginal dose of land 
is elegantly exhibited by Mr. J. D. Everett in the paper which has been referred 
to, — Journal of the Statistical Society y 1899, p. 707. 

2 Marshall and Edgeworth on Valtie. Economic Journal, vol. xvi. p. 3G5. 

» diornale degli Economisti, ii. pp. 23-24 (misprinted “ Economic Journal,” 
in the reference given in a note to Professor Loria's article). 

^ Vol. vii. p. 237-8. , 

® Political Economy, Bk. I. Ch. IX., § 3, par. 3. 

Economic Journal, vol. xvi. p. 360. ^ Qiornalet loc, cit., p. 20 et seq. 

No. 66. — VOL. XVII. R 
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The following comment on this case was given in the article of 
the same date in the Economic Journal : — 

The theorem may have some bearing on a system , which is 
regarded by some as the ideal of the economic future, that each 
industry should be consolidated into a tmst or combination. Such 
a system would be characterised by instability, by fluctuations of 
prices such as now occur in railway wars, but more prolonged; 
for in so far m the combatants, like the two landlords in the 
example given, are not direct competitors, the combat seems less 
likely to be terminated by either the ruin of one party or the 
amalgamation of the two.*’ ^ 

I admitted that when the two monopolists supply rival com- 
modities amalgamation is more apt to occur. 

'‘But,” I added, and still submit, “even in this case the pro- 
position that value is between certain limits~-over a certain range 
of prices — indeterminate, may well be of theoretical importance.”^ 

The problem raised in Cournot’s Chapter VIT., as well as the 
problem of his Chapter IX. may repay attentioJi. If he was 
not right in his solution of either problem, he may have been 
right in thinking them both worth solving.^ 

As to the remainder of Professor Loria’s article directed 
against Professor Marshall’s theory of value it would be pre- 
sumption on my part to speak on behalf of one so capable of 
defending himself as Professor Marshall. I am concerned to 
notice only one point in the position which Professor Loria 
attacks. It appears, from the context of the passage in the 
Principles of Economics^ to which IVofessor Loria adverts, that 
Professor Marshall is there dealing with market value in the 
sense in which it is contrasted with normal value. He adduces® a 
mathematical construction adapted to his purpose ; which I 
notice here only because I am about to adapt a similar construc- 
tion to a somewhat different purpose, contemplating not market 
value but nonxial value. I shall not suppose two sets of dealers 
to meet and settle their bargains at one go-off, so to speak. On 
the contrary, I shall suppose them to meet again and again 
under like initial conditions continually renewed, and to resume 

^ Economic Journal ^ vol. vii. p. 237. 

Loc. cit. 

^ This problem is discussed in the Giornale degli Economiste^ 1897. 

* Some considerations supporting this judgment will be found in the article on 
“ Paradoxes of Competition,” by Mr. Henry L. Moore, in the Quarterly Journal for 
Economics^ Feb. 1906, 

^ Pri/nciples, Bk. V. Ch. II. Note on Barter. 

** In his Mathematical Appendix. 
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bargains until a system of contracts, not likely to be varied by 
recontract, has been set up. A conception of this sort ^ is 
required for the full discussion of the topic to which I proceed, 
Professor Chapman’s remarks on the “ Eernuneration of 
Employers.” ^ 

F. Y. Edgeworth 

^ I have cudeavourod in the article on The Theory of •Distribution in the 
Quarterly Journal of DconomicHy 190*1 vol. xviii,, p. 187 et seq, to win concoptiona 
appropriate to normal exchange value. 

Economic Jouhnal, vol. xvi. p. 523. 


(To he continued,) 
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Raihmy Problems. Selections and Documenis in Economics. 
Edited by William Z. Ripley, Ph.I)., T^rofessor of 
Economics, Harvard University. (Boston : Grinn and Co., 
1907. Pp. xxxii.— *686. IO 5 . 6d.) 

To an Englishman it is somewhat humiliating to review side 
by side an English product, such as Cunningham’s “ Railway 
Nationalisation,” and the American work before us. The latter, it 
is true, is not a complete treatise, but only a volume of collec- 
tanea. But it contains papers, not only by leading economists like 
Professor Taussig and Professor Ripley himself, but also by promi- 
nent statesmen like Mr. Charles Francis Adams, a member of 
what may well be called one of the ” great governing families ” of 
the United States. And the papers exhibit throughout, not only a 
grasp of principle, such as one expects from professed economists, 
but also an accurate knowledge of railway matters in minute 
practical detail. And this not in reference to America only. 
There is, for instance, from the pen of Professor McLean, of 
the Leland Stanford University, a summary of the work of our 
English Railway Commission, which does admirably for us what 
we have so far failed to do for ourselves. And again. Professor 
Balthasar Meyer, of Wisconsin, who is not only a professor but 
a railway commissioner, contributes a very valuable sketch of 
the working of the l^russiau national and local railway councils, 
to which is in large measure owing the comparative harmony that 
in Germany undoubtedly exists between the railways and the 
traders. 

The volume unquestionably fulfils the two purposes which, 
according to the preface, inspired its compilation : “To render 
more easily accessible to the interested public valuable technical 
material upon a question of paramount importance at the pre- 
sent time, and to facilitate the work of the college instructor in 
the economics of transportation.” But as it contains no less 
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than twenty-seven separate papers it is impossible to review 
them seriatim. It will be more profitable to direct attention to 
some o| the more strictly economic essays. And one naturally 
turns first to Professor Taussig’s “Contribution to the Theory 
of Eailway Rates,” originally published in 1891 in the Quarterly 
Journal of Economics , and here reprinted. Taussig’s puper is 
an answer to Cohn’s assertion that railway rates^ are like taxes, 
that they are and must be based, not on cost to the railway, but 
on the Leistungsfahigkeit of the customer. “ The problem is 
therefore at bottom one of ethics, involving those considerations of 
public policy and right and wrong which recur in the discussions 
of pro{X)rtional and progressive taxation.” Taussig’s answer may 
bo summarised thus: — “Cohn makes no detailed a[)plication of 
this ethical point of view. . . . There is an obvious difficulty. . . . 
How arc wc to know that cheap goods — say, coal and ores — 
serve for the consumption of the poor? ” The true theory is : 
“ Not only the fixed capital of the railway, but a very large part, 
in fact, much the largest part, of the operating expenses repre- 
sents outlay, not separate for each item of traffic, but common 
to the wfiolc of it or to gn^at groups of it. . . . The traffic is 
of very various sorts, subject to demand from different quarters 
with varying degrees of intensity. It is, therefore, in accord 
witli what we might expect from the genera) theory [of joint 
cost] that the different sorts of traffic contribute in very different 
proportions towards paying the element in railway operations 
which represents Joint cost. Traffic which will continue to come, 
even at comparatively high rates, will continub to be taxed high, 
and will contribute largely to fixed expens(^s. Traffic for which 
the demand is sensitive to price, and which can be got only at 
low rates, will contribute little.” And then, after elaborating 
and applying by detailed illustrations these principles, Taussig 
concludes: “If the reasoning presented in the j)receding pages 
is sound, obviously (John’s conclusions are not tenable. If tlui 
true explanation of the apparent anomalies in the adjustment of 
railway rates is to be sought in the principle of joint cost, the 
ethical principle of Leistungsfahigkeit may be brushed aside, and 
the analogy to taxation disappears.” 

With all respect to Professor Taussig, he seems, to the pre- 
sent writer, to put his case too high. Granted, which nobody 
wilj dispute, tliat the cost of service is mainly joint. Then that 
portion of the cost of service whicli is not joint may be appor- 
tioned to the separate consignments on various principles. Call 
the special cost of any consignment x, and assume—which is 
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roughly true in ordinary practice— that the general, undistributed 
cost, including normal interest of capital, is three times as great. 
Then we may — and in a monopoly undertaking in a new country, 
say the Uganda Eailway, probably could— fix the rate for that 
consignment at Ax. This would be a cost of service rate as near 
as could be ascertained. Or, again, a railway may charge each 
cx)nsignment the rate calculated to secure the maximum net 

r 

revenue for itself. This would surely be basing charges on 
Leistungsfdhigkcit in a commercial, though not in an ethical 
sense. Or, thirdly, a railway may do wdiat the English railways 
did under compulsion of Mr. Gladstone’s Cheap Trains Act, 
1844, and deliberately adopt charges for third-class passengers, 
on a scale assumed to be less than normally profitable, because 
of their assumed poverty. Surely this is to base charges on the 
ethical principle of Leistungsfdhigkcit. It may be said that this 
is a hypothetical case; and that in the instance given the rail- 
ways reduced their charges not for ethical reasons but by statu- 
tory compulsion. But in one instance in comparatively recent 
years the English railway companies certainly acted on definitely 
ethical grounds. Workmen’s tickets used only to be available 
to return after five o’clock in the afternoon. They have been 
made available any time after midday, though the change has 
let in at the low fare various classes of non-workmen, such as 
market salesmen. The reason for the concession was that it was 
represented to the companies that workmen who failed to get work 
tended to wait till five o’clock in the public-house. Again, 
the extraordinarily low and unremunerative raters charged by 
several companies for agricultural parcels may be fairly claimed 
as instances of rates largely due to altruistic motives. 

Nor can we admit that there is no analogy to taxation. A 
Chancellor of the Exchecjner must raise by taxation the revenue 
which he needs. But within wide limits he can exercise a 
discretion as to what he will tax and at wdiat rate. Surely a 
railway company has a similar discretion. Not only can it vary 
its rates for different articles inter but it can, while preserving 
the ratio of different rates, maintain them unchanged or reduce 
them all round. It can, broadly speaking and within limits, 
at least in a progressive community, obtain the same revenue 
from a small traffic at high rates or from a larger traffic at 
lower rates. And from the arbitrary decision of the railway 
sovereign — using the word in Austin’s sense — the railway con- 
signor has no more appeal than from that of the Chancellor. 
All he can do is to convince by argument or agitation the tax- or 
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ratc;imposing authority that the proportion of revenue exacted 
from him is itiequitable. He can only avoid the tax or rate by, 
in the one case, ceasing to consume, say, tea; by, in the other 
case, ceasing to consign the over-charged article. 

We hold, therefore, that a railway manager is really a taxing 
authority, and tliat, while revenue is his main concern, and, 
therefore, his rates must be such as not to check the volume of 
consum|>tion, ho ought to be and is influenc(^d by* social reasons, 
as in encouraging agriculture, or by ethical reasons, as wlien 
American railways encourage religion by carrying ministers at 
half y)rice. At the same time, we think that custom is a more 
|X)tent force in fixing, or at least maintaining, rates than any 
other. “ Traffic which can only be got at low rates,” says 
Taussig, “will contribute little” towards joint-cost expenses. 
And this was doul)tless true without (pialification in the early 
days of railways. It is only true nowadays in a limited sense. 
The original rates for, say, coal, no doubt did little more, in 
America ot least, than pay actual haulage. But under modern 
conditions, wiiti net loads of 2,000 to 3,000 tons per train, the 
coal traffic probably leavc's a larger margin over what the 
Gormans call the Srlbskostcn than any other class of traffic. 
The rates per ton-mile are low, the demand is sensitive to price, 
but the Sclb,9k()st('n are so small that ewen a rate which th(i 
traffic can well bear is highly profitable to the railways. 

Professor Eipley contributes to the book before us, not only 
an introduction, but a valuable essay on “Economic Wastes in 
Transportation. Iffie former gives some curious instances of 
the way in wliich American freight rates can outw(>igh even the 
American customs tariff. In one case English cement to the 
interior paid, per 1001b., 8 cents duty and 10 cents railway rate 
and ocean freight ; but the railway rate alone to the domestic pro- 
ducer was 20 cents. The latter essay discusses, with intimate 
knowledge of detail, the methods in which American railway 
com|)etiiion leads to waste : (a) by the carriage of traffic by im- 
mensely circuitous routes, and (b) by the simultaneous carrying 
of identical articles, from Massachusetts, say, to compete in the 
markets of Illinois, and from Illinois to compete in the markets 
of Massachusetts. There is, he says, in America “a general 
acceptance, both in theory and practice, of the principle that 
distances is a relatively unimportant element in rate-making.” 
And he thinks that there am no less than five separate evils 
resulting from “this American practice of unduly disregarding 
distance as a factor in Railroad transjwrtation. It inordinately 
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swells the volume of ton-mileage ; it dilutes the ton-mile revenue ; 
it produces rigidity of industrial conditions [by keeping alive 
factories which, from their disadvantageous location, had better 
be closed] ; it stimulates centralisation both of population and 
of industry; and it is a tax upon American production.” Pro- 
fessor Eiploy suggests two remedies, agreements for the division 
of traffic under Govc'rnment supervision and a strict enforcement 
of the l{iw as tc the long and short haul, the underlying idea of 
which is that a rate between any two points on a line from A 
to B shall at least not b(^ higher tlian the nita betw^een the points 
A and B tlumiselves. On this we should like to offer two criti- 
cisms. Disregard of distaaice may leave — no doubt has —gone 
too far in the United States. It is questionable whether, in any 
other country, it has gone far enough. To th(i layman sheer 
mileage rates seem to reju’esent justice. Such an one would 
probably regard it as a paradox, if be wert^ told, as is un- 
doubtedly true, that prima jacie we might expect that it would 
cost more to carry from Slough to Totnes than from Paddington 
to Plymouth. The strict enforcement, as in Prance, of the long 
and short haul principle results in this : that the rate's between 
two great towns, say Paris and Lyons, are by so much higher 
than economically they should be, as the rates between the small 
intermediate places are lower than they should be. Further, 
agreements between companies, whether under GoverniYient 
supervision or not, can only result pro ianio in limiting com- 
petition, and we submit that in great commercial countri('s lilcc 
England and the United States to limit railway competition arti- 
ficially is not in the public interest. 

We are no advocates of what a judge of the Supreme Court 
of the United States recently called the helium omnium contra 
omnes ; we admit that theoretically a railway ought to be a 
monopoly ; we admit that competition implies waste, and a waste, 
moreover, that only rich and progressive countries, can afford. 
But we claim, on the other hand, that railroading is a very new 
and undeveloped industry ; it has been improved out of all know- 
ledge in the last twenty years ; and the improvements have prac- 
tically all originated in the competitive countries. Wc believe 
that it could be shown by detailed comparisons that— to compare 
like with like, except in matter of competition — freighters in 
the newest j>ortion8 of the United States, such as Texas or 
Washington and Oregon, with their rival railways fighting, often 
wastefully, for traffic, are vastly better off than freighters on the 
monopoly railways of Australia. We kpow no spur so sharp to 
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stirjtiulate inventiveness, resource, energy, and economy in rail- 
way management as the sight of a rival’s success. We believe 
that competition in the United States has only wasted a small 
portion of a vast fund of wealth that, but for competition, would 
never have come into existence at all. And we think that in 
that country at least— were it only to provide a training- ground 
for the future managers of monopolistic railways — competition 
may well bo left unrestrained cxc('.pt so far as the competitors 
may learn by practical experience to restrain themselves. 

We have dealt at such length with two of these papers that 
we must refrain, however unwillingly, from dealing with the 
rest. We may, however, add that, though there ar(‘. several 
papers dealing with foreign countries, we have failed to find 
more than one inaccuracy ; and this is, we may presume, due 
to looseness of expression rather than lack of knowdedge. In 
the article on “Kailway K(guIation in France,” it is stahal 
(p. 652) that “ the railways arc encouraged to earn large profits,” 
and a note adds that “ M. Pelletan, in his report of May 12th, 
1889, pointed out that French railway shares paid from 10 to 
24 per cent, of their original cost; since then there have been 
some increases of dividends.” It should be noted, however, that 
only about 10 per cent, of French railway capital is in shares; 
90 per cent, is in bonds bearing a very low rate of interest; so 
that the overhead remuneration of French railway capital is 
under 4 per cent. 

W. M. Ac WORTH 


Should our liailways be Nationalised? By W. Cunnincitiam. 

(4th enlarged edition.) (Dunfermline : Komanes. Pp. 295. 

25. 6d.) 

Is it not almost time that some economist of position under- 
took a serious study of this question? The fact that the book 
before us has reached a fourth and enlarged edition is sufficient 
proof that the subject is not only of importance but also of general 
interest at the present time. Within the last twenty years three 
other books have been published on it in England.^ No one of 
the three had any claim on the ground either of accuracy of 
statement or of force of argument to be treated seriously. And 
now we have a fourth, which deserves to occupy an even lower 
place in the category. And yet in default of anything better it 

^ Waring, State PurcJiase of Railways^ 1887 ; Hole, National Railways ^ 1893 ; 
Clement Edwards, M,P., Railway Nationalisation, 1898, 
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is -actually read and quoted as an authority; for instance, in .the 
evidence given by an influential Irish M.P. before the Viceregal 
Commission on Irish Eailways now sitting in Dublin. A few 
samples of Mr. Cunningham must suffice. The Kingdom of 
Pnissia is, ho tells us (p. 210), “contained within a radius of 
134,466^ square miles. “ “ Tlie railways” — ho calls them 

“German,” but he is evidently speaking of the Priissian- 
Hessian syRtem—mado in .1904 a ‘net profit’ of ,£3.1,000,000.” 
This is the figure, not of ]>r()fit, but of net receipts from working 
before paying inten^st on the capital of between four and five 
hundred millions. On page 29 he says that in England “ the 
result of careful inquiries shows that the fare per passenger-mile 
is as near as possible one penny.” I know of but one careful 
inquiry, that made by the North-Eastern Kailway, and it shows 
that the fare per passenger-mile is as near as ]>ossible one half- 
penny. Again, on p. 11 he states, “It is not doubted that, of 
£1,200,000,000 invested capital in our railways, nearly 
£300,000,000 of it was paid to lawyer's.” So much for 

accuracy. Then for logic. On p. 27 the author says, “ The 
average passenger faro [in Great JlritainJ is about 8Jd., and at 
fifteen passengers to the ton gives 10s. 6d. , against 7.9. Ofd. for 
goods — and passengers load and unload themselves.” Again lie 
devotes a dissertation to the subject of automatic couplings, and 
deduces from the fact tliat they have beem adopted with success 
on the private railways of the United States — and nowdierc else 
—an argument for th(' nationalisation of English railways. Is it 
not time that a serious subject, which will have to bo faced in 
practicjil politics ore long, should be rescued from treatment of 
this kind? 

W. M. Ac WORTH 

Economics of Railroad Construction. By W. L. \Vebb, C.E. 

(London : Chapman and Hall, 1906. Pp. 339.) 

There arc not many hooks on the subject of railway economics 
in the English language, and we gladly welcome this addition 
to the number. Despite sundry defects, this work is a real con- 
tribution to the literature on the subject. Not that there is 
much that is new in the book, for a large portion was included 
in Professor Webb’s earlier work, ” Kailroad Construction.” 
Moreover, in both books a heavy debt is due to the standard work 
of the late A. M. Wellington— “ The Economic Theory of Rail- 
way Location,” 
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The task which Professor Webb set himself appears to have 
been three-fold, (i) To bring Wellington’s work up to date, at the 
same Vme making good some omissions ; (ii) to eliminate from 
that book engineering matter dealing with the composition of mate- 
rials ; (hi) to reduce the book to reasonable dimensions. The 
first and third [)ortions of the task have been done best.. Many 
of Wellington’s estimates have proved untrustworthy, because 
they were founded on insufficient data, or circumstances have 
changed. These have all been subjected to a careful scrutiny, 
and many of them have been revised. At the same time, the book 
has been reduced to one-quarter the size of Wellington’s, without 
anything material being sacrificed. 

That the second portion of the task has been carried out 
successfully on the whole seems due to accident. Thus on p. 166 
the following statement is made : '' The methods of chemical 
treatment of ties will not be here discussed, as it may be found 
in numerous text-books.” We pass over the false concord, and 
would only notice Professor Webb’s non-appreciation of the limits 
of railway economics. The same feature is observable elsewhere, 
c,g., pp. 175-6, 

When Professor Webb quits the region of equations and 
statistics, be is rather given to making gcruM'al statements, which, 
to say the least, arc ill-considered. Thus on p. 158 ho writes : 
” Prom the operating standpoint it costs just as much to haul a 
ton of coal as a ton of furniture.” The merest tyro at railway 
work knows this is not so. Furniture is lighter than coal in pro- 
portion to bulk, and, consequently, the ratiu of dead weight to 
paying load is greater for furniture. Again, on p. 85 some reasons 
are given for the rise of 50 per cent, which has occurred in the 
average cost per train mile in the United States since 1895. The 
reasons given all have weight, but it is difficult to understand why 
no reference is made to the growth in the average train load, which 
amounts to 78 per cent, in the same ten yeai’s. The effect of 
the increase in train load is similarly ignored in the discussion on 
engine men’s wages, with the result that a conclusion is arrived 
at which may be true, but certainly is not proved by the figures 
and arguments brought forward. 

The following very interesting conclusion is arrived at on 
p. 248 : ” The cases are very rare where the element of time 
as affected by reduction of distance can be given financial weight.” 
Iffiis may be true in a country like America, in which distances 
are great, but we do not think it applies to a thickly populated 
country like England, In which the possible length of journey 
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is* small. If it did, the jiclicy of the Great Western Kail- 
way, for instance, daring recent years shoald spell ruin for that 
company. 

In spite of defects the book is a vnluable contribution to 
railway economics, and, as it is thoroiiglily practical, it should 
appeal to railway men and students equally. 

W. T. Stephenson 


Small Holdings. 

1. The Working of the Small Holdings Act. With Suggestions 

for its Amendment. By L. Jebb. (London : Murray.) 

2. TIow Landlords can create Synall Holdings. Some Examples, 

By L. Jeuil (Ijondon : Murray.) 

3. Ilepori of Departmental Committee on Small Holdings. 

(Wyman and Sons, Fetter Lane, 1906.) 

Miss Jebb begins with an inquiry into the working of the 
Small Holdings Act of 1892, which, it is gonenilly admitted, 
has not borne all thc^ fruit which its authors expected from it. 
Dealing with the evidence on which that Act was founded we 
come first to tlie vexed question of ownershi}) v. tenancy. The 
local authorities are generally in favour of the former, 
the great majority of the peasantry are in favour of 
the latter. In fact, in making my owm inquiries I only found 
one cuuinty, namely, Westmorland, in which the labourers 
preferred to purchase. The local authorities, whether county 
council or parish council, do not wish to be burdened 
witli the cares and responsibilities of a landlord, or the chance 
of finding themselves left with empty farms upon their hands. 
The peasantry don’t like to be tied down to any given spot : or 
to be unable to get rid of their land readily, except by selling it at 
a heavy loss after its value has been depreciated. They object, 
moreover, to the deposit required from a purchaser, as they want 
all their ready money for immediate purjX)ses. We under- 
stand the objection of the local authorities, but we should 
say nevertheless that from a public point of view the 
hiring system was decidedly preferable, for it would avoid 
the risk of creating a class of hereditary squatters whose condi- 
tion, wdiere they still exist, should be a caution to enthusiasts. 
In almost every English village the worst cottages are those 
inhabited by the owmers. 

Miss Jebb gives in to the j^)opular idea that sufficient land 
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canpot be acquired for small holdings without the extension 
of compulsory powers to the local authorities. It may perhaps 
bo found necessary to confer such powers, but not upon the 
county or parish council. The committee very truly report 
that the central authority, i.e., the Board of Agriculture, 
is the only body fit to be entrusted with such powers, which 
wDuld be unlikely to use them in an arbitrary manner.” The 
county council in the exercise of such authority would, it has 
boon pointtid out, often be waging war on their own friends, 
neighbours, and tenants. The parish council might be animated 
by personal feelings of a directly opposite character. For all 
reasons it is b(dter that compulsion, if compulsion there must 
be, should be in the hands of a body above all local jealousies or 
partialities, a point which Miss Jebb does not seem to have* 
considered. 

As to the demand for and the supply of small holdings, it 
is difficult to get at the exact truth. The evidence given by 
Ijord Carrington’s own land agent, Mr. Jonas, before the Bepart- 
mental Committee' is ('xtremely valuable. ” The small holdc.'rs are 
men who, having made the cultivation of allotments suc.cessfid, 
have been given laud enough to make a small holding. 

Success is probable on a variety of soil, and under a. variedy of con- 
ditioiiB where special care, is takem to select the right kind of 
m(m to wmrk the land in tlui manru'r best suited 1o it, and iinh'ss 
the man is known to b(i skilful in the cultivation of the land 
and tlie sale of its })roduce, a period of fU’obation in tlu'. working 
of an allotment or otherwise is advisable .as a test.” This 
has long been obvious to those who have studied the subject. 
Twenty years ago we find in Mr. Kebbers ” Agricultural 
Labourer” exactly the same suggestion representing the allot- 
ment system as a training school for peasant farmers. Mr. 
Jonas goes on to say that ” Small holdings, to be economically 
successful, ihust originate in a genuine demand for them by 
really suitable tenants ” (Keport, pp, 20, 21). 

Has Miss Jebb mad(i a jK)int of inquiring whether there is 
any difficulty in finding land available for such men as these? 
Because it all turns on that — there is abundant evidence to 
show, had wc space to produce it, the almost certain failure 
of small holdings farmed in neglect of these precautions. If we 
confine our attention to the class of applicants who are known 
to* he competent men, and put out of consideration “the large 
number of manifestly unfit men” who give so much trouble to 
those engaged in the business of letting small holdings, shall wc 
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not have reason to believe that the difficulty of procuring Jiand 
for this purpose has been vastly exaggerated? When a pupil 
destined for the law once complained to Mark Pattison that the 
Bar was ovcvrstocked. “Yes,” said Pattison, “but not with 
able men.” It is the rejected applicants who would be ruined 
by conapliancc with their demands who go about talking of the 
“ blank denial.” 

Small holdings are suitable only for two classes of men. The 
exceptionally industrious, skilful, and self-denying labourer wlio, 
by the exerciser of those virtues which ensure succciss in most 
of the occupations of life, has saved capital enough by his 
own exertions to enter on a small farm with some prospect 
of success, and what is more, has showTi himself possessed of 
those qualities which can alone enable him to make it answer. For 
these men small farms cannot be too freely provided. The other 
class who make them pay are those who combine with the 
occupation of land some other trade or calling. The village 
shopkee].X3r , butcher, publican, or blacksmith, the market-gar* 
dener, or the poultry breeder, will always be the better for a 
few acres of land, and will usually do full justice to them. 
Miss Jebb recognises this distinction : but it requires to be more 
strongly emphasised : it is only our appreciiition of its im- 
j;)ortance which can enable us to combat tlie erroneous asser- 
tion that enough land cannot be got for small holdings without 
compulsion. Enough land can always be found for fit men : and 
the less that is found for unfit men the better. 

Miss J ebb’s pamphlet on “How Small Holdings can be 
Created ” agrees in the main with the Ideport of the Commis- 
sion. We are of opinion that it would be far better for the land- 
holders of this country to take the whole business into their own 
hands. If on every estate of 5,000 acres two or three large farms 
were set aside as they became vacant for conversion into peasant 
holdings, the end might fx)ssibly be gained without oiiher injury to 
existing tenants, or pecuniary loss to the landlords. Miss Jebb 
has evidence to show not only that higher rents can be obtained 
from the smaller tenants, but that these rents are punctually paid. 
Lord Harrowby’s testimony (pp. 54-57), is of great practical in- 
terest. He shows, by his own personal experience, that it is pos- 
sible for landowners to ‘ ‘ create small holdings of ten acres or up- 
wards on an economic basis with borrowed money because the 
higher rent to be obtained from small holdings will more than pay 
the interest on the loan.” But here it is necessary to point out 
that, according to other witnesses, it is just this higher rent which 
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breaks the back of the small holder, and makes him a failure 
instead of a success. If the ordinary agricultural rent of the 
district represents the market value of the land, it is fair to ask 
how tlie small holder, by the terms of our argument a poor 
man, can afford to pay more. It is perfectly time that, for the 
sake of getting “a bit o’ land,” the labouring man very often 
will be ready to offer anything. But it cannot be right to en- 
courage him unless there are reasons for doing so not incon- 
sistent with economic principles. This is a problem which Miss 
Jebb has omitted to explain. The question, moreover, is com- 
plicated by the fact that many of Lord Harrowby’s small holders 
do ” combim', their work on the land with other employment,” 
the very class of men for whom small holdings are universally 
allowed to be suitable, and whose fitness for them requires no 
proof. 

If the system of small holdings is to bcj adopted on the 
scale demanded by our advanced agrarian reformers it is quite 
clear that it cannot be restricted to exceptionally qualified men : 
it must be something of which the average agricultural peasant 
is able to avail himself. It is equally certain that he will never 
bring sufficient capital into the business to insure himself in the 
long run against inevitable losses : bad seasons, loss of stock, and 
other accidents, to which both tillage and pasturage are alike 
liable. 

Miss debb and the Committee are agreed on one jxiint, 
and that is that the best solution of the whole difficulty 
is to be found in the willing co-operation of the tem- 
torial classes, who possess that first of all requisites, 
a knowledge of the subject, and are able to distinguish between 
competent and incompetent applicants, a task by which muni- 
cipal authorities are greatly perplexed. ” There is no doubt,” 
says Miss Jebb, “that if the landowning class were to make 
this a niore^ special subject for their consideration, many of the 
evils which are sometimes feared from schemes promoted und^r 
legislative action would be averted.” We are firmly con- 
vinced that whether an extended system of small holdings shall 
turn out to be a blessing or a curse entirely depends on the 
character of those who conduct it, and on the object for which 
it is promoted. If it is made a political question, an excuse 
for the gratification of class jealousies, farewell to all hopes of 
if 8 success. 


T. E. Kebbel 
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Our Heritage in the Land, By H. E. Moore. (London : B. S. 

King, 1906. Pp. 144.) 

The idea of work on the land in connection with the unem- 
ployed has been simmering in the air for a good many years. 
In 1895 Sir William Mather presented a scheme to a parlia- 
mentary comniittee which was considering the question of 
“ Distress from want of employment,” for the provision of 
work on the land, by means of State aid, to the unemployed. 
About the same time appeared Mr. Moore’s book, Back to the 
Landy advocating the same policy. 

The present work is a collaboration of these two writers ; 
it contains Sir W. Mather’s scheme as presented in 1895 ; subse- 
quent experience, he says, has not caused him to see the neces- 
sity of altering it in any way. The rest of the book, compiled 
by Mr. Moore, is a sort of revival of Back to the Land. 

There are two classes that have to be considered, viz. : the 
temporarily unemployed, without money or experience of work 
on the land; and those who, when displaced from other indus- 
tries, wish to obtain a permanent living on the land. 

Sir W. Mather proposes that the one class should be helped 
temporarily by means of “farm training colonies,” and the 
other by permanent establishment on “ small farm settlements.” 
The farm training colonies are to consist partly of unreclaimed 
land, by work on which it has been proved that an able-bodied 
man can earn the cost of his maintenance. The satisfactory 
men, if they so desired, could be passed on to the permanent 
farm settlements ; or the colonies themselves might be converted 
into settlements when the work of reclamation was finished. 

When these ideas were first promulgated, both by Sir Wil- 
liam Mather and Mr. Moore, there were few data at the author’s 
command on which they could found their arguments. During 
the last ten years, however, various experiments have been tried 
of the nature recommended in this book, and it is possible, 
therefore, to come out of the realms of pure theory and study 
the results of such schemes when put into practice. It is 
regrettable that, this being the case, they have not been dealt 
with in a more exhaustive way. A very slight summary of the 
work on various labour colonies is given, whereas ono would 
like to know more definitely the actual lines on which they 
had been run, and study the reasons for success or failure. All 
that one does gather is that there has been some very good 
reason for the failures which have occlirred, either because of 
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the character of the men employed, or because of some unsuit- 
able conditions in connection with the agricultural aspect. 
Griven the proper conditions and an expert to run the colony, 
there seems no reason why the cost of maintaining an able- 
bodied man should exceed the value of his work. Actual figures 
are quoted, amongst others, from Hadleigh and Hollesloy Bay 
to show that this fact has been conclusively established ; it is 
partly on this basis that the suggestions are based which provide 
that the State should advance ca])ital for the acquisition of the 
land. It is argued that the value accruing from the improve- 
ment of the land by hand cultivation will not only secure the 
State against loss, but will contribute towards the cost of build- 
ings, &c. ; in this way the cost of finding employment will not 
come uj)on the rat(is. This statement seems only to hold good 
in the case of rt^clamation work, however; it is therefore speci- 
fied that one of the essential conditions of any farm chosen for 
a colony should be that it consists partly of very good land and 
partly of bad or unreclaimed land. The author admits that 
there would be a difficulty in finding these two conditions to- 
gether to any great extent, but argues that there are many 
farms which have been allowed to “fall out of cultivation,’* 
and could be let or sold cheaply. There appears to be some mis- 
apprehension in the author’s mind as to the real nature of land 
which has been allowed to go out of cultivation. He seems to 
include in this definition all land which was formerly arable 
and is now pastiu'c. It is misleading to talk of the latter as 
“ being allowed to run to grass.” The formation of permanent 
pasture is a very costly process, and it is probable that a good 
half of the land has not “been allowed to run to grass,” but 
has been very carefully laid down at great expense ; far from 
being able to acquire it at a low figure, the purchase price or 
letting value is considerably higher than that of arable land. 

The first Criticism one has to offer, therefore, is that the 
preliminaries of this scheme are based on conditions which are 
not found to any great extent in England. 

Assuming, however, that it is possible to found such colonies 
with State aid without cost to the ratepayers, one has still to 
inquires what will it lead to, in the case of those who wish to 
settles permanently on the land. 

Mr. Moore devotes one chapter of the book to showing how 
a living can be made on six acres of land under a system of 
arable dairying. There is nothing in his statements that the 
agriculturist feels inclined do quarrel with, and there is no doubt 
No. GO. — VOL. XVII. s 
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that many men would succeed as well as he demonstrates. , On 
the other hand, one has to consider that a living is not often 
made by our present race of agriculturists on six acres by 
agricultural methods; and this being the case, will the townee, 
with his short training and experience, be likely to do it, allow- 
ing, of course, for the fact that due provision is made for co- 
operative methods of sale and purchase? 

In this way, the book is disappointing; the reader feels that 
there is really nothing solid to go upon, however enlightening 
and interesting the suggestions thrown out may be. It is by 
no means provcid that those displaced from the industries can- 
not be brought back to the country, but for the present there 
is more inij:x)rtant work to be done. 

Few people realise what a very large number of trained and 
efficient small holders exist in England at the present time, 
who are unable to get land, and who drift town wards for no 
other reason than this. In the light of this knowledge, these 
endeavours to deal with the problem from the other end, and 
teach the displaced townsmen how to cultivate the land, seem 
of less importance than those which aim at supplying land in 
the rural districts to the agricultural population. 

L. Jebb 


The Rating of Land Values. By J. D. Chorlton, M.Sc. 

(Manchester University Press, 1907.) 

This book is distinguished by clear thinking and thorough- 
ness, and is free from partiality and exaggeration. The author 
clearly sees that the “ unearned increment” argument furnishes 
rather unsatisfactory justification for attempting to appropriate 
land values already in existence, and frequently in possession 
of people who have paid full value. He seems, however, to 
think that some good might result from such a rt-arrangement 
of finances as was suggested by the minority of the Eoyal Com- 
mission. On p. 88 we read : ” In an area in which land value 
is one-third of total rateable value a site-value rate of 2^. in the 
pound would reduce the general rate by 8(1. or 9d. If, then, 
we could obtain from other sources sufficient money to reduce 
the general rates by Is. in the pound, we could set off a total 
reduction of, say, 1^. 9d. as against the special site-value rate 
of 2s. The net result, therefore, would be an increase ot Sd. 
in the rates on land and a decrease of Is. 9d. in the rates on 
buildings. In that case— assuming that rates on land fall on 
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owners, and that the whole of the rates on buildings fall -on 
occupiers— a small additional burden would be cast on land- 
owners, while occupiers would obtain substantial relief. There 
can 6e little doubt, however, that landowners would obtain 
something by so large a reduction in the rates on buildings, 
and probably they would gain more than enough to coiupensate 

them for the small additional burden on land.'* 

# 

The author recognises that if his reasoning is sound, the 
scheme would not result in appropriating any part of existing 
land values. It would not be the sort of thing which is popu- 
larly demanded. 

Mr. Chorlton’s argument is based on the classical theory 
that the incidence of an ordinary rate can be regarded as 
divided between owners and occupiers respectively in the ratio of 
site-value to building- value, with an additional indeterminate 
shifting from occupier to owner in consequence of diminished 
demand for buildings, and similar, of course, would be the 
incidence of a relief of rates. He refers (p. 21) to the opinions 
of economists as put forward in the Memorandum of the Royal 
Commission, and in regard to Professor Edgeworth’s criticisms 
(Economic Journal, Vol. X.), he says : “ Professor Edgeworth 
is more guarded, but I do not understand that he dissents.” 

We venture to suggest that a more careful reading of Pro- 
fessor Edgeworth’s article would make it clear that he does 
dissent from the classical view, as understood by Mr. Chorlton. 
In the case of an ordinary rate the indeterminate shifting caused 
by diminution of demand for buildings, and* therefore for land, 
is the only incidence on the owner, and the only advantage 
which owners can expect from relief of ordinary rates is such as 
may be caused by an increased demand for building-land, and is 
of quite uncertain amount. The case is exactly parallel to that 
of a tax on wheat or barley {vide also Economic Journal, Vol. 
XII., pp. i78-9). We may well doubt whether a relief of 
general rates to the extent of Is. 9d., or even 2^., accompanied 
by a general site-value rate of 25., would leave landowners in 
as good a position as before. 

The author despairs of getting the eight millions from the 
Exchequer which would be necessary to relieve general urban 
rates by a shilling in the pound, and suggests asking for only 
half, and having only a shilling tax on site-values. It will be 
surprising if even four millions is forthcoming. 

The author views favourably the pro}x)sal to tax future in- 
crements of site-value, and estimates that a tax of 55. in the 

s 2 
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pound on increase of value would be bringing in three-quarters 
of a million for London in ten years’ time. 

This book docs not refer to the id(3a not infrequently sug- 
gested by advocates of taxation of site-values, that ordinary 
beneficial rates ought, on merely business principles, to be levied 
on sitc-yalue. The discussion in the earlier chapters, however, 
disposes of the crudest fallacies. 

Another defect is the rather too easy brushing over of the 
anomalies which would ocicur if the site-value taxation scheme 
were rcstrictc^d, as the author seems to contemplate, to urban 
districts only. 

The chapter on foreign and colonial experience suniraarises 
what information is available ; hardly enough to be of very much 
assistance to us. The book must be pronounced a sober and 
useful contribution to the discussion, and it is to bti hoped that 
legislators will road it. 

C. F. Bk^kerdikk 


Municipal Control of Public Utilities, By 0. L. TV)nd. Columbia 

University Press. (London : P. S. King and Ron. 1906. 
Pp. 115.) 

The sub-title of this work, “ A Study of the attitude of our 
[United States] C'ourls towards the increase of tlie spiiere of 
Municipal activity,” correctly describes its scopes and it there- 
fore contains little matter of economic interest. The Courts, it 
appears, ” have not hesitated to voice th(^ feeling that the trend 
of modern thought was favourable to munici]3al ownership and 
operations,’' and they may, in fact, not unjustly be described 
as partisans of municipal trade. It is, in these circumstances, 
somewhat unfortunate that the economic arguments involved 
appear not to be understood ; nor does the autlior attempt to 
enlighten the judges. For example, municipal property is, gene- 
rally speaking, exempt from local taxation, a state of things 
which is commended on the ground that such taxation would be 
an expense without any corresponding benefit, wdiilst the objec- 
tions to it are not even hinted at. If municipal profit and loss 
accounts are to be taken as guides to the gains made by the 
cities in question, the accounts of municipal trades should ob- 
viously be debited with the taxes which would be paid by 
private companies managing similar works ; and where the works 
are not assessed this can hardly be done. The profits made l)y 
a city in the United States by the municipalisation of an industry 
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within its borders may therefore be partly illusory. The dis- 
li action between onerous and beneficial taxation, moreover, docs 
not to be appreciated. When a city rrmnieipaliscs an 

industry outside its borders, and when this industry is conse- 
qiK'jitly freed from beneficial local taxation on the ground that it 
is a municipal propevrty, the city buying the works dixis make 
an H.ctual profit on the transaction at the expense of the citizens 
of a neighbouring locality, a profit which is by no means illusory. 
It is strange tliat the hiw which in most States thus rewards a 
(dty for establishing its municipal enterprises outside its own 
boundaries should be held to bo so unquestionably sound. The 
arguments in favour of the granting of exclusive concessions to 
j)rivat('. pnjprietors operating municipal monopolies are also 
(uitirely ignored. 

Leonard Darwin 

The Socialist Library. I IL - Studies in Socialisni. }3y Jean 

Jaores. Translated by Mildred MiNTiarN. (London : 

Indejiendent Jjabour Party, 190G. Pp. xviii.+17J.) 

The Socialist Library aims, inter alia, at doing “ something 
to knit togetlier tlie different sections of Socialist of>inion and 
activity in this country,” and to this end it would be difficult 
to find anything bc'tter adapted than are the studies by M. 
Jaures included in the volume before us. Tliesc form, as the 
editor says, a treatise ” in the nature of the forces that are 
making for Socialism, and their organisation by a Socialist ix)li- 
tical party.” The opining essays deal brietry with the Socialist 
aim and its relation to the existing system of individualism, 
wdiile the remainder of the book discusses witli considerable 
fulness the problem of Socialist method under a kUjiuic of Par- 
lia rnentary G overnmen t . 

In its tK^^atnunt of the existing situation, M. Jaures’ work 
leaves, it must be confessed, much to be desired. It is surely 
matter for surprise to find one so alive to tiie facts as our author 
shows himself to be when dealing with the question of method, 
still content to accept as satisfactory a classification of society 
which recognises only two great classes — the one the wage- 
earning, the proletariat, and the other the capitalist, the former 
of which can only live and exercise its faculties on condition 
tljat it pays a sort of tax to the latter. What is this proletariat? 
It apj)ears from the sequel that it includes the wage-earning and 
salaried class. But in that case a more thorough diagnosis of 
the facts might perchance rob the antithesis between capitalist 
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anil proletariat of something of its sharpness, and of its effec- 
tiveness for propagandist purposes. 

In the essay on “ The Radicals and Private Property/’ M. 
Jaures makes effective use of the results of historical research, 
which conclusively show tliat the conception of private property 
has varied in the course of history. In Greece or Pome, the 
man who proclajnied himself, without (jualification, a defender 
of private pro{)(^rty would have been inulerstood to approve of 
slavery, just as in niediawal times he would have been taken to 
be an upholder' of serfdom. It is undoubtedly true that tiic 
history of economic progress has been marked by the restriction 
or abolition of property in man. But it may be equally per- 
tinent here to note that, if in the course of progress the right 
of private property has lost something in extensiveness, it has 
gained something in depth. The development of the institution 
of private property and economic progress have gone hand in 
hand. 

But to M. Jaures the capitalist system is still the fans et 
origo malorum. It at the same time exploits the labour power 
of the workman and restricts his liberty. Justice, he holds, 
“ has come to signify that in every man, in every individual, 
humanity ought to be fully respected and exalted to its complete 
stature.” And this is only possible through the establishment 
of Socialism, which alone can givci its time meaning to the De- 
claration of the Eights of Man, and in its turn presupposes 
the action of the proletariat. Marx and otlu^rs wlio gredt^d the 
advent of the proletarian power as destined to transform the 
world “have, perhaps, over-simplified the problem and magni- 
fied the absorbing faculty of concentrated capital.” But after 
making all allowances, it remains true, according to M. Jaures, 
that the proletariat is increasing, while wholesale production has 
prepared it for wholesaJc ownership of property, “ which, car- 
ried to its logical conclusion, means social ownership 6f property.” 

Socialism, M. Jaures maintains, will realise itself not 
tlirough * ‘ the depressing monotony of a centralised bureau- 
cracy,” but through the embodiment of the proletarian power 
in different forms : universal suffrage, trade unions, co-operative 
societies, and the various branches of the public service. 

Thus we pass to the problem of Socialist method, the treat- 
ment of which gives the book its distinctive character. M. 
Jaures has already a European reputation as the most prominent 
advocate in France of the method of reform as opposed to the 
Marxian method of revolution. With him Socialism, while 
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revolutionary in aim, is evolutionary in method. He would seek 
to direct the social movement towards the collectivist goal by 
selecting for development and encouragement such organs and 
tendencies in the existing system as make for Socialism. He 
would, in short, marshal us the way that we are going, hasten- 
ing where necessary our lagging footsteps. On this subject his 
jKisition is, in the main, in harmony with that of Liebknecht, to 
the elucidation of whose views four interesting essays are de- 
voted. Til this connection, advocates of confiscation will note 
M. Jaures’ approval of the “splendid words” in which Lieb- 
knecht declares it to be the duty of the State to indemnify those 
whose vested interests sulfer during the transition to a Socialistic 
regime. 

In the course of an elaborate discussion of the question : 
“How shall Socialism be realised?” M. Jauri^s shows the mis- 
taken iKiture of Marx’s idea that Socialism wa)uld be introduced by 
meaais of a sudden and violent proletarian revolution. Both 
the historic'al and (‘conomic hypotheses from wdiich this idea was 
derived an^ showm to be untenable. In particular, the whole 
Marxian doctrine of the paupc'risation of labour is explicitly 
repudiated : “It must be conceded, after taking account of the 
tcmdency to siiik and the tendency to rise, that, in the immediate 
reality of life, the teiulency to sink is not the stronger.” 

To Marx, our author ascribes only the merit of having unified 
the labour movement and the Socialist idea, thereby ending 
what was empirical in the one and Utopian in the other. 

Socialism, M. Jaurc^s holds, will be established by the action 
of the proletariat ; not, howxwer, by a sudden stroke of a bold 
minority, nor by the general strike as a method of revolutionary 
violence, but only by the methodical and legal action of the 
proletarian forces under democratic government, in the course of 
which, by organisation and propaganda, the great majority of 
the nation Xvi\l be won over. All the different organs of the 
proletarian power will contribute to this end. Thus, as it is 
expressed in the closing essay, “ we shall find that we have 
arrived at the end of Socialism without ever having come across 
Socialism on the way.” 

M. Jaures’ argument on Socialist method is naturally ad- 
dressed more directly to his fellow Socialists. But to the student 
of economics it is of interest as showing how far the. best 
Socialist thought of to-day has already left behind the old idea 
of the class struggle, as it is presented by Marx and his followers. 

Arch. B. Clare 
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Iv The Conquest of Bread. By P. Kropotkin. (London : 
Chapman and Hall, 1906. Pp. xvi., 299.) 

2. Socialisyn: A Summary and Interpretation of Socuilist Prin- 
ciples. By John Rpargo. (Macmillan and Co., 1906. 
Pp. xvi., 257.) 

The argument of “ Uie Conquest of Bread ” is one that 
fairly takes away the breath of the reader. It rcTjuires, indeed, 
more than ordinary stamina to ke(q> up - faint but ]>urBuing — 
with its bold and rapid stride. Prince J\ro|)otkin’s idealism is 
irresistible, and criticism stands suspended before sucl\ bnoyaiit 
and uncompromising optimism. He is, moreover, a protestant 
among protestants : there is nothing in tlie ('siablished oi-d('r of 
things, or in any proposed ajnendmeavt of it, against wliich he 
docs not protest. He is a revolutionist sans phrase ; he‘ will 
make no terms wdth compromise : things must be (ault'd, not 
mended. As for State Socialism or Colled ivism, it would only 
make things worse. Salvation can only come about hy a system 
of communism based upon an unqualified freedom of tlu; indi- 
vidual. The “free commune’' is the only nu'diiim in vvliicjh 
the ideas of Socialism can be fulfilled. Prince Kropotkin’s diag- 
nosis of the situation docs not differ in esscaitials from ihat of 
the ordinary Socialist — even if he prc‘SvS(‘s it to its logic^ad con- 
clusion ; but his remedy does not correspond to any form or 
fashion of Socialism that is to bo found in “ chair ’’ or “ street.” 

“ No more of such vague formulas as ‘ The Hight to Work,’ 
or ‘ To each the whole result of his labour.’ What we [irocdaim 
is * The Right to Well-Being: Well-Being fou All!’” 

Well-being for all is the end, expropriation the means; and 
expropriation can come about not by kgnslaiion, but only by 
a social revolution, the result of wdiich will be that “every 
society which has abolished private pro|)erty will be forcaal . . . 
to organise itself on the lines of communistic, anarchy.” Such 
a society will be forced by consi^qucnce ” from the v(‘ry outset 
to abandon all forms of wages. The [)rinci[)l(^ of the new 
organisation will be to everyone according to his needs.” Such 
is anarchist communism, communism without government —” the 
communism of the free.” We arc bidden to contemplate a con- 
dition of things in which 

“ Men at last attempt to free themselves from every form ,of 
government, and to satisfy their need for organisation by a 
free contract betw^een individuals and groups pursuing the same 
end.” 
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The author adds — and it is by no means his boldr^st statre- 
ment — that 

“ the tendency of the human race is to reduc.e Government 
interference to zero; in fact, to abolish the State, the personi- 
fication of injustice, oppression and monopoly.” 

The most “striking fact” of our generation is said lo be 
“ tlic continual extiuision of the field of eifterprise due to 
private initiative, and the prodigious development of free groups 
of every kind.” 

The facts indeed are 

“ BO numerous and so customary that they are the esscTice of 
the second half of the Nineteenth Century, even tliough political 
and Socialist writers ignore them, always preferring to talk to 
us about the functions of Government.” 

It may be added that Princ(^ Kropotkin’s concej)tion of the 
means — tliat is, of the ex[)ropriation that is needed- is nothing if 
not thorough : h(i will allow of no distinctions, c.r/., between diK 
ferent kinds of property : such distinctions only impede the true 
way to a revolution wliich “can and ought to assure shelter, 
food, and clothes to all.” 

Wc are not able to enter u)rK)n the argument by which Prince 
Kropotkin is at pains to show that these and kindred ideas are 
the reverse of Utopian. When it is stated that he defines 
Political Economy as “ the Study of the Needs of Humanity, 
and of the Eeorjomic Means to Satisfy d'hem,” it is clear not 
only that “ Political Economy entirely chang*es its aspect,” but 
that the economist feels himsedf transfKirtod into a region that 
lies beyond “ economics.” At the same time we may recognise 
tlia.t there is a method in this dream of a su]>er-(xionomic ivorld. 
It may even be suggested that there is too much ])ure reason 
and commoj,^ sense about the argument to make it easily lit in 
with a worhT which is not managed on any particular principle — 
certainly not on such a simple ]>rinciple as anarchic communism 
seems to offer. Prince Kropotkin, at any rate, has no doubt 
that it is not he but the world that is mad. H(? is at least in 
good company in thinking so : and whatever either the plain or 
the sophisticated man may think of his ideas, they do, at any 
rate, represent a “moment” of truth whicdi is apt to bo for- 
gotten, not only by tlu^ conventional ajxilogists, but also by the 
conventional reformers of the system of industry as it exists, 
and such as it is. Such speculations have the effect which 
Hegel predicated of philosophy—the effect of making the reader 
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stand on his bead, of inverting his ordinary estimate of things, 
of putting him into a novel and unusual attitude of mind. It is 
Bomewliat refreshing to be presented with a view of the world 
which admits of no (.‘ompromise witli the weakness or folly of 
human nature, and to b(^ called upon to organise life in sonui- 
thing like “a reasonably happy, liealthy human way.*’ Prince 
Kropotkin is not only a destroy of the commonplace, of the 
conventions of the market-place, but ho ha,s the gift of investing 
what one is apt to dismiss as illusions with an almost startling 
sense of reality : and though the argument is designed to take 
away his occuj>ation, even an economist may find in “ The Con- 
(piest of Bread ” things that will make him pause and think, 
lie will also find in it solid ounces of interesting and curious 
statistics. 

By comi)arison, Mr. Spai'go’s summary and intca’pretation of 
Socialist principle's seems almost dolii)erately prosaic and un- 
romantic. Mr. Sj>argo's book may be described in his own words 
as a “wholly uiipretentious ” attempt to state in |>opukir lan- 
guage, “ what Socialism really means and what it does not 
moan.” It does not mean, for instance, conimiinism -still less 
anarchist communism. It does not again jnean Utopian, but 
scientific Socialism — that is, it is based on the conception of a 
“ social evolution determined by economic conditions and the 
resulting conflicts of economic classes.” In short, it is the 
gospel of Marx, pure and undefikal, that Mr. Spargo commends 
to his readers. The familiar theories associated with that posi- 
tion —the rnatcriahstic, or (in its more cjualified form) the 
economic interpretation of history, the class struggle, the law-^ 
of the corictmtration and socialisation of ca|>ital, tlie theory of 
surplus value — are succ('ssively ex])lained and defended. Occa- 
sion is also taken to defend Marx from the charge of exploiting 
his Englisli precursors. A sketcli of “ the (iutlint^s of the Social- 
ist State,” with which the series of lectures or conversatioiiB 
concludes, not only confirms in every particidar Prince Kro|X)t- 
kin’s conception of the Socialist regime, but also (as some may 
think), his worst fears : though it is only right to add that Mr. 
Spargo shows certain signs of grace in so far as he formulates 
the ideal of Socialism as “a maximum of personal liberty with 
a minimum of restraint.” Mr. Spargo’s book, however, is not 
all prophecy or theory : the exposition is relieved with no small 
amount of biographical matter relating to Owen, Marx, and 
others; and an appendix contains a statement of ” The National 
Platform of the Socialist Party of America,” as adopted by the 
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(Uiictigo Convention, May 8th, 1904. A ))ainstaking and earnest 
little book, and certainly not lacking in sincerity or conviction — 
but of po special iiitorcst or importance to economic students, 
except, perhaps, as a frank and representative confession of 
Socialist faith. 

Sidney Ball 


Handhuch dcr Ldhiiimgsmcthoden. Von Dii. TjTJDWIG Brrn- 
iiAEiD. (Leipzig : Duncker iind llumblot, 1906. Bp. xliv. 
-}-231. 7.60 marks.) 

The basis of this work is Mr. i). B. Schloss’s well-known 
“Methods of Industrial Remuneration.” The parts dealing 
with profit-sharing, co-operation, and productive societies are 
omitted, and numerous additions have been made in the text. 
It is, therefore, in part a translation and in part a work- 
ing-up of Mr. Scliloss’s book. Mr. Schloss adds an interesting 
preface, in wliich he tells how he was brought to the writing 
of his work by his endeavours to find a remedy for the sweating 
system and by the dock-strike. Prof. Bernhard introduces the 
volume with a discussion of the ap[)licability of mathematics 
to economics, and a classificatioii of wag(^-systems on a theoretic 
basis. Time-wage, piece-work, piece-work with bonuses, time- 
wage with bonuses, participation systems, and modified parti- 
ci|)ation systems are his cliicf classes — the last two including 
the various forma of premium-wage payment. Mr. A. Bernhard 
contributes, from his experieiices as a manufacturer, some 
startling comparisons of piece-w^ork and time-wage, showing 
that the saving of time under piece-wwk is from 25 to 33 per cent. , 
and ill rcp(d.ition work 50 per cent. Goheinier Admiralitatorat 
Th. Harms writes with practical knowledge on the different 
forms of the* premium system, apparently concluding that the 
Row'^aii systein is the most elastic and most capable of applica- 
tion to different branches of production. Lastly, Brof. Bernhard, 
in a chapter on the future of wagc-incthods, discusses and 
rejects profit-sharing and co-operative labour-groups as solutions 
of the wage problem, pinning his faith to piece-w^ork as the 
basis of all higher forms. To praise Mr. Schloss’s work is 
superfluous, and we only need add that the new contributions 
are worthy of careful study. 


Henry W. Macrosty 
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Gcwcrhlichcs ICiniginigsircscn in England uml SchoifUnuL 
Bcrichi dcr Studu nkonnnissioji der GcsclUchajt filr Sozialc 
.Rrforni, Vorfasst von Dr. WALoraiAR Zimmejimann. 
(Jena : Ciustav Fischer, 1906, I’p. 112. 75 pf.) 

It, will bo remcnnl^orod that in th(‘ B|)ring of 1006 a. deputa- 
iioii consisting of IF. Drauiis, director of the Volksvc'n'in lur 
(las kallioliscFe IXaitschlajid, Dr. ZiinnuT'inami, of “ Sozialo 
Pi-axis,” and eight officials of the Oliristiaii tradc^-iinions of 
Gei'inany, came to this coindry to study the metljods of con- 
ciliation and arbitration in labour dis]>utes. Dr. Ziminermann 
has n(.)W pri^scmb'd their ri'port in an admirable brochure, in 
which ho deserib(\s the growth of tlie coiiciliation movcTnent in 
Driiain, the activity of the existing boards and of the Labour 
Department, and, in considerable detail, the dilba-eiit foians of 
organisation prevaUmt in th(‘ coal, iron, steel, engiru.u ring, and 
(.‘otton industri(‘s. Most of the information herein contained is, 
of course, (juitc familiar to British studeids, but (‘ven tlu'y will 
find an advantage in the perusal of thc'sc', ]>ag(^s. ddu* familiar 
facts assume afiotlua; im[X)rta.TiC(.‘ u hen viewed through stra nge 
eyes, the eyj's of men who wa.Tc experts in tla* labour conditions 
of (lermany, and, tlaanfore, earth'd with them a, standard of 
comparison not commonly p()ss('ss(Ti by the student. Bins report 
is not mere book work; tlu' institutions d('scribed wove studic'd 
on the spot: the (dficials of the (joployers’ associations and tlie 
trade unions wen'. int('rvi(AVc'd ; the Board of Trade pla(‘ed its 
information at Hk' disposal of the dc'putalion ; important intt'r- 
views were held with leading conciliators iik(' Ijord dames (d‘ 
Hereford arid Mr. Askwith, prominent industrialists lik(' Rir 
Fliigh Bell and Sir Benjamin Bi’owiKp economists lilo' Prof. 
7\shl(\y and Prof. Phapman ; mines, factauaes, slums, collc'ges, 
university settlemcmts were visih'd. Everything was done with 
German thoroughness. 

Our visitors did not sec ev(Tything in ros<3 colour. Especially 
the conciliation organisation in tlie engiiK'C'ring aaul shipbuihb 
ing trades “did not apjiear to us vc'ry })ap|>ily constructed.” 
Nor was their vit'vv of the British trade' unions “ rpiite enthu- 
siastic”; in th(i German trade societies (Gewerkscliaften) , says 
Dr. Zimmermann, “in spite of their unripeness and unreadi- 
ness, tluTe is a more jiowcu'fnl ‘ kulturfaktor ’ for the elevation 
of the whole working elasst^s than in the classic trader unions.” 
On the other hand, thci relations Ixdween ('in |)loycrs and em- 
ployed awoke their unstinted admiration, “The Gominission 
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of the Society for Social Th'form, in its study of the British 
conciliation system, has gained the impression that the old 
'‘workshoj) of the world” is to he congratulated on its succxiss- 
ful j)rac‘tice in avoiding and (juickly scdtling conflicts between 
•labour and capital. Nay, with a certain envy must members 
of (lerman industry who have inscribed on their banner i\i:>t 
th(‘ ckiss-war but the advanccunent of social welfare* and justice 
look towards the island kingdom where labour dispuhes have*, 
almost steadily (ieclin(‘d in sliarpness and scope, w’hile industrial 
labour in Germany is visitcal with disturbanc(‘s which b(!('oni(*, ev(*r 
more terrilde, ever v\idor in action. But we have h.-ss cause to 
envy Britain for her special institutions and practically proved 
nudliods of pacification. Tlu'se we could at any time imitate 
in Germany, and ev(m now vve have the means to do so. What 
rather awoke our envy, our admiration, was above all tlie 
healthy spirit which has called these things into life and brought 
them to a proud, succ(*ssful development, the sober, practical 
discretion and th(.'. social dc'sire for agreement which liave ruled 
in all these committees and conciliation hoards, and out of the 
multiform forniuhe and nudliods of experience have made ser- 
viccaible, elastic instruments for tlui work of social peace. The 
American Gilman once said: ‘In social as in {X)litical affairs 
ih(‘. completeness of the machinery matter’s little, but a go(jd 
spirit and good wall matbu* a groat deal.’ In this sentciua^ li(*s 
th('- special secret of the success of the British conciliation system. 
The Anglo-Saxon national sj»irit, something of the (juintessence 
of the jx)litical, social, religious, and economi/" developnu'ut of 
the British people, is disclosed in its institutions for industrial 
conciliation.” A notiwvorthy piece of evidtmee. 

IlKNilY W. Macrosty 

IJhcr den ajnerikanisrJien Slahltmst mil Berucksiclil/igmig den 
deiiisckcn Stahhverksverhand. Von Julius Gutmann, 
Boktor der StaatswisseJischaften, (Essen : Baedeker, IJOb. 
Pp. viii. + lGO.) 

Opening with a few jmges on tlu* dc'vc'lopinent of tlie 
American iron industry, Dr. Gutmann sketclu's the growth of 
the great com|)a,nies vvliich iinik^d to form the United States 
SteG Gorjioration, and d('scribi‘s the origin and structure of 
tliat gigantic organisation. He* next considers in detail how far 
the (l)rpora.tion has a monopoly in tlu*. industry. With the gn'at 
development in the United States its control over raw' materials 
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has relatively declined, and while its share in the production 
of pig iron has slightly increased it was still only 44*2 per cent, 
in 1905 ; its share in the production of steed has falhni from 66 per 
cent, in 1901. to OOpt^r cent, in 1905. The really effective result of 
the combination is that the departments making finished iron 
and steel products have now an assured siij>p]y of raw steel, 
though complele self-sufficiency has not yet been attained. The 
participation of the Corporation in the various “pools” for 
billets, rails, cVc., is then described, and the point is bronglit 
out that, though it holds the dominant position in each of tluuri, 
it docs not use its |)OWer to enforce a monopolist price-iK)licy, 
although theondically it would seem to be driven to high prices 
by its over-capitalisation. The last twenty pages are given up 
to an interesting coini)arison of the American Trust with the 
(lerman Steel Kartell. For effective working the Trust required 
only the adhesion of the very large works, while the Kartell 
iK'cdcd to be “ in a monopolist jx)aition.” The former can work 
by the reduction of costs, the latter mainly by the suppression 
of competition. The Trust is more hrmly established on the 
basis of j) 0 S 8 essing its own raw materials — ore, coal, Ac. — but 
the Kartell has a rmudi stronger control over prices. Alto- 
gether, Dr. Gutmann has within small compass compressed a 
very us(*iul review. 

Henry W. Macrosty 


At the Works, A Study of a Manufacturing -Toion, By Lady 
Bell. (Edward Arnold, 1907. Bp. xviH-272. 6s.) 

Lady Bell, jxs the wife of Sir Plugh Bell, the great Middles- 
brough ironmaster, is naturally in an exceptionally favourable 
position for studying the conditions of life among the workers 
at the blast-furnac('s, and her book, now under notice, is conse- 
quently of special interest to the economist as showing the im- 
[)reBsion8 made on one closely related to a great capitalist and 
captain of industry. It further gains since it is the record not 
only of her own investigations, but of the experience of a 
number of “visitors” accustomed to daily work among the 
})oor. The first tiling that strikes the reader is the absence of 
that pitying patronage^, which is worse than any class prejudice. 
4V) jjady Bell’s iienetrating sympathy the ironworkers are not 
a section of the coinmnnity wdiose faults and weaknesses make 
them a suitable subject of study for well-meaning but superior 
persons, ddiey are nam and w^omou of sauio fi(^sh and blood 
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as the middle and upper classes, possessing, in a similar degree, 
the same virtues and the same failings, subject to the same 
temptations, and only differing in that if they fall the punish- 
ment is more swift and severe. The national economics of the 
working cL'isses has been abundantly studied, but to Lady Bell 
it is the domestic economics tliat is of most importance^. She 
has written not a scientific treatise, but a brilliant and poignant 
sketch of what is the real reward of the workers. 

“ Out of 1,270 people paid in a given week, 23 (these were 
hoys only) received nnder 10.9. per week, 50 more boys received 
nnder 20-9., 90 men, mostly labourers, received under 20-9., 398 
nic.eived from between 20,9. and 30,9., 410 between 30,9. and 40,9., 
235 l)etwoen 40,9. and 0(19., 58 betwcien 60,9. and 80,9., and 4 
over 80s.” Out of 585 workmen 440 had worked for the same 
employers over five yc'ars, so that the stability of labour is high. 
” Out of 900 houses carefully iuvcstigahHl, 125, in round numbers, 
wore found to bo absolutely poor. The? people living in them 
never have enough to spemd on food to keep themselves suffi- 
ciently nourished, enough to spend on clothes to be able to protect 
their bodies ade^jiiately, enough to spend on tlieir houses to 
acquire a moderate degree of comfort. One liundred and 
seventy-fiv('. more were so near the ))OV(U'ty-line that they are 
constantly passing over it. That is, tlu^ life of a third of these 
workers whom we arc consideriTig is an unending struggle from 
day to day to keep abreast of tlu^ most ordinary, the simplest, 
the essential ru^ods. Four hundred wore comfortably oft‘ as fur 
as tlieir means were concerned, though not jnore than half of 
tliern jirobably administered those means with wisdom and 
judgment: and 200 superior well-educated homes were in quiti'. 
easy and prosperous cii'cumstances.” This is siifficiontly un- 
satisfactory, and thc‘. outlook does nut become any more roseate 
when we remembeu* that Sir Hugh Bell declared, at the annual 
meeting of Bell Bi’others last April, that “if the wages paid 
on the making of iron in that distriet had been 10 per cent, 
higher than for the last ton or fifto(m yeai-s, there would have 
Ix^en ]io jiroiit left at all for (hose wliosc^ capital was engaged in 
the enterpriser” Even if this do(‘S not preclude some improve- 
ment in at least the worst-paid grades it is plain that any 
immediate improveunent must come from other directions. (Jne 
of these may be surmised from Lady Bell’s remark that “the 
rent in nearly all the budgets 1 liave been able to verify is 
entirely ont of pro(.x_)rtion to ihe rest of the expenditure.” The 
money set down for coal in tlu^ budgeds given seems also much 
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tqo high for a town on the edge of the coalfields. And it is 
curious that, despite all the modern improvements in machinery, 
“the question of boots is one of the most serious thej^ have 
to face.” 

Throughout one gets an unpleasant picture of the precarious- 
ness of the workers’ position. Although the men at the fur- 
naces are specially se]('(*t(Ml for tlieir strength, yet so toilsome 
is their occupation, and so great is tlieir exjiosure to extremes 
of temperature, to dust, aiid to poisonous gases that tlu^y are 
V(iry liable to disease and accident, and one-half of their num- 
ber, at least, have to seek for lighter employment at fifty. The 
heaviest l)urden of poverty, however, is borne by the workman’s 
wife, and though her trade of house-manager demands mon^ 
skill than almost any other occupation she is v(‘ry rarely trained 
for it. The middle-class woman is no better trained, but she 
at least is largely protected from the effects of her inefficiency, 
whereas lack of administrative ability in a, working woman 
nutans misery a,nd want for a, whole family. Throughout her 
two heartrending chapters on “.Wives and Daughters,” Tjady 
J-lell steadily draws comjiarisons Ixdweeii the lot of the wife of 
th(^ working class and her sister in the middle^ class in a way 
which brings out the helot-like position of the fornuT. We are 
sorely disturbed b(T*.ause the employnumt of women in factori(‘S 
may be a cause of infantile mortality, but Tjady Dell shows 
that the circumstances under which a workman’s wife has to 
toil all through the period of childbearing are not less likely 
to produc(^ physical degeneration in tin? otfspririg. 

Drink and betting aie responsible for much waste, both of 
money and health, but it is plain, from Lady Dell’s pages, that 
la.ck of education and the absence of means of rational recrea- 
tion are two of the main causes why these evils are so wide- 
spread. One feels inclined to advocate the starting of muni- 
cipal clubs of a temperance (not necessarily a tAvdntal) char- 
acter, well-provided with books, games, concerts, plays — Lady 
Bidl is properly strong on the moral influence of melodrama — 
as a counter-attraction to the garish delights of th('. gin-shop. 
An interesting chapter reveals almost unexpectedly good results 
in the reading habits of thi^ working classes; the clerk class and 
even higher classes could show no better. The corporate litV< 
of tile workers is, unfortunatedy , scarcely touched in this book. 
A littki is sa,id about the friendly societies, a few words about 
the trade unions, but nothing at all about the co-operative, move- 
ment; nor is anything said about the munici})ad and political 
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activity of the workers. We hope that Lady Bell will add a 
fresh chapter to her second edition and so increase the value of 
her book. Meanwhile, it is indispensable to everyone who, with 
the author, is anxious to learn what the labels of economics 
mean “in terms of human beings.” 

Henry W. MacrSsty 

Iron and Steel J^rodiiciion in A ni erica. By B. Popple w^ell. 

(Manchester: University Publications, 1906. Pp. 119.) 

Tim Manch('ster University has now issued quite a long list 
of publications, all of which arc doubtless interesting to those 
who a.re, or hav(‘ been, connected with that University, while 
many of the voliinnis are of sufheient general interest to appeal 
to a much wider public. 

The book at, present under reviewv is w’ortby of a place in 
this B(U'ies of Univ(‘rsity juiblications, and wall be welcojoed by all 
who are intc'rt'stcd in the recent rema,rkable expansions of the 
metallurgical industries, both at home and abroad. In connec- 
tion wdth political and (commercial discussions during the past 
few years it has been often urged that more information is mx^ded, 
and that rc'seai’ch in comnu^rce. should be encouraged. To most 
of us the question as to what constituted comrnmxual research, 
and how such rc'search should be ccmducted, has presented a 
serious difliculiy. Tdiis difticulty lias, however, been largely 
nunovcHl by the {jublication of work such as that undertaken by 
Mr. Popjilewell. From the prdace it appears that as Uartsidc 
ScJiolar of the University of Manchester the author paid a visit 
to the United States of America in 1903 and 1904, spending three 
montlis in the, laboratory of a large steel wx)rks in Pennsylvania, 
and the remainder of the tinu'. in travelling. The object of the 
Scliolarship to (‘ucourage the study of some indust ry or part 
of an industry, and to investigate^ this com|)aratively in the 
United Kingdom and abroad. The industry selected by Mr. 
Popplewoll wuis that of the iron and steel trade, and one is 
inclined to wonder at the boldness of the onterpi-ise in view of 
the enormous dimensions of the industry, its complex char- 
acter, and the diversity of the firoducts which are obtained. 
Such an undertaking may be regarded from the point of vi(;w 
either of the (?xp(vrt or of the University student. From the 
expert point of view it may be suggested that ))ractically all that 
Mr. Popple well has said has already been well said in the Bepc^rt 
of the British Iron Trade Association, the Journal of the Iron and 
No. 66. — VOL. XVII. T • 



2.62 THE ECONOMIC JOURNAL [JUNE 

Steel Institute, and the technical press. It is evident, too, that 
in some places the author's metallurgical knowledge is super- 
ficial, and it would not be difficult to prepares n considerable list 
of minor inaccuracic's. In parts also thci reader feels that he is 
being treated to pages of the author’s note-book, and that the 
matter has not beem digested or put into pro])er jda.ce or form. 
From th(' expert [X)int of view, therefore, it may bt^ fraidcly 
stated that better thiiigs have been done th(‘in this. 

But regardtal as the work of om^ who is presumably a rela- 
tively young man, and just fresh from the University, the book 
has many stroiig points. It is written in a style which is likely 
to ap})eal io th(^ geiu'ra] staulent and tlu', commercial man ; it 
contains much carefully compiled information, and refh'cts the 
views of one who had just seen and fully apprc'ciated the things 
described. It covers a wide ground, dealing with an outline of 
the metallurgy of iron and sttad ; the extent and develojuiH'nt of 
the American iron and steel industry ; tlie vaj'ieti(‘s of fuel and 
sources of supply ; the production and trans])ort of c*oke ; the 
sup()lies of iron ore ; the handling and transport of ores ; typical 
blast, -furnace plants, with details of construction and output ; the 
manufacture of steel by each of the im]K>rtant j)roc(‘Sses ; and 
the production of finished steel. An inten^sting chapter is also 
atlded on Ainerica-n labour and education. In places tlie descrip- 
iious, t'liough bri(.'f and matter of fact, arc yet grapiuc, and to 
one who has had the opportunity of travelling over much of the 
ground, and st^eing many of the things, whicii Mr. Boppk^vvell 
describes, the book brings ba.ck inaaiy p]ea,sant nu'mories, and 
vividly recalls many almost forgotten facts. At tlie niomiini of 
writing the information is nearly thnn;. yevars old, and perha[)B 
that is, after all, the principal defecd, of the book. 

As a consci{Uitious and clear aceonnt of an im})ortant in- 
dustry, and as a typical example of what n'search in commerce 
means, the book may be strongly recommended to tlie genend 
read(‘r ; while all metallurgists may find in it much which will 
be of interest to them, eitlu'r for present use or for future 
reference. 

Thomas Tchnek 


Com.increio internazionalc. By G. de Fjuncjsi Gekbtno. 
(Palermo : Alberto Beber. Pp. 475.) 

This liook, for the most part, c*.overs the ground treated in 
Prof. Ikistable’s Theory of rntcrnatiowil Trade, It also con- 
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tains chapters of a more special character, dealing respectively 
with “ import duties upon wheat,” the British fiscal contro- 
versy/^ and “the causes of Protection.” The author has paid 
great attention to English WTitings, and refers his readers to 
many ephemeral papers that have app(aired during the recent 
controversy. His main argument is on familiar lines. * Much 
stress is laid upon the doctrini^ of comparative cost, and there is 
a chapter on “ The Tiuury of International Values.” The 
author’s aim, however, appears to be exposition rather than dis- 
covery, and he but rarely throws fresh light on the dark place's 
that still lurriain in th(i analysis of foreign trade. On the prac- 
tical side, he proclaims himscT’ an uneom]>roniising advocate' of 
Pree Trade, and considers the prevahmee of ITotection on the 
Continent and iji tlui United States to bo due to successful efforts 
on the part of private interests to gain control over tlie Legisla- 
ture. The chapter on “ Wheat Prices ” is more detailed and less 
familiar than the main body of the work. The incidental criti- 
cism passed on the opinions cited from English writers is not 
always convincing. But the. book is one on which great pains 
have* evideully been expended; it is well arranged and lucidly 
written. 

A. (A Pinou 

The Tariff ami llir Trusls. I>y Erankiun Pieiku^:. (New York : 
d’he Macmill^xn Company. Pp. 363.) 

iMii. IhKinjE is a member of the New Y'ork Bara Ilis book 
is *a vigorous tind well-wiitten polemic against the trusts and 
the tariff'. The trusts, he maintains, mulct the consumers and 
c(ji*rupt politics ; and the tariff is resjxinsible for the developnu'nt 
of the trusts. There are tliree chapters on Amei’ic*an, English, 
and Cerman tariff history ; but these are exceedingly slight. The 
chief interest of the book is in the detailed facts and opinions 
of American manufacturers that are interwoven with the dis- 
cussion. It is also eutiu’taining for Englishmen to observe that 
the argument from lists of firms which have started establish- 
ments abroad, so often used lua-e to prove that Eree Trade 
drives away capital, is used by Mr. Pierce, with equal plausi- 
bility, to ])rove that Protection has this effect. On page 29 
reference is made to “the Tariff Commission appointed by the. 
Conservative Government of England at the instance of Mr. 
Chamberlain ! “ Perhaps tlui best chapter is that on “ American 
and English shipping.” The decline of America’s mercantile 

T 2 
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marine was probably, in part, due to causes which Mr. Pierce 
ignores; but, no doubt, fiscal policy was one cause. In the 
course of the work a number of interesting citations from 
various sources are made; but no references are given. In a 
scientific work this would be a serious blemish. But Mr. 
Pierce's book does not claim to be scientific. It is an exccdlent 
])Opular plea foV a lower tariff. 

A. C. PlGOTF. 

StMdien zur Beidjlkcrnngsbrwfguiig in Dcnischland in dm Iciztcn 
J ahrzchnB'n niif hc^ionderen llrriicksichl igiiii(f dcr clKdiidim 
Friichibarkcit. Von Da. Paul Mombert, Privatdozcmt an 
(l('r IJniversih’it J'hauburg i. Hr. (Karlsruhe : G . liraun, 
1907. 8vo. Pp. 280.) 

Tuts volume is a useful contribution to thc^ growing mass of 
statistical literature on the birt}i-rat(5 question, a que/stion which 
is now of pressing importance in almost ('V('ry civilised country. 
Prance led th(‘, way, IGigland followtai, a,nd Germany is treading 
the same. |>ath ; in each country the ])henomena ai‘e the same in 
kind, dilfeiing only in magnitude or in the c^poch at which th(‘y 
first began to be of sensible impoidance. 

J.)r. MomberPs studies commence with an iniroductory discus- 
sion of the changes that have takem place in mortality and in 
the marriage-rate, an understanding of thc'se being nc'cessary 
for tilt'. |>roper comj>re.h(msio_n of the changijs' in tiu* birth-rate 
and th<*ir meaning. OMuj mortality in Germany, as in Europe 
generally, fell rajiidly during tlu^ hitter half of las^i century. In 
1850 the death-rate was something like 29 per 1,000; of recent 
y(;ars it has been 20 per 1,000 aaid less. No satisfai'tory data 
of a detailed kind appear to bti availabh' for the cunpire as a 
whole, but in Prussia, at all events, the decrease has l;)een 
s]>read over all ages and both sexes, though the decrease is 
udatively greatest for childliood and youth, ddie marriagevrate 
has fluctuated, but exhibits no continuous trend lik(^ the death- 
rate : as in Englajid, there was a fall from a maximum about 
1872 to a minimum about 1880, and thence a gradual rise to a 
second maximum about 1900. But this superficial similarity 
masks a most striking difference. Wliile th(! rise' towjirds the end 
of the century in England appears to havci been wholly due to 
tluj rise in tlie proportion of marriageable persons to the whole 
population, in Germany no such increase took place, and the 
change^ in the marriage-rate appears to indicate a really increascal 
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tendency to marriage : the average age at marriage in Germany 
has 'fallen, and the proportion of persons married at younger 
ages (20-40) has increased. These phenomena may indicate, 
however, not a greater tendency to earlier marriage in each 
separate social class, but only a relative increase of those social 
classc^s in which marriage generally takes place eai'lier, i.c., the 
working classes. The grocatest increase in early raarriagus has, 
in fact, taken place in thos(‘ districts which have been indus- 
trialised during the last few decades. 

During the first half of last century there was no real, long- 
continued fall in the birth-rate ; such temporary decreases as 
occurred a|>pear to hc^ adcajuately ac‘, counted for by unfavourable 
economic circumstances and tlui coincident changes in the mar- 
ri age-rate. The fall of recent years cannot, however, be ex- 
plained on any sucli liyfiothesiR : there has lieen a ris(..‘ in the pro- 
jiroportion of marrifal [icf'sons to the jKipulation, and th(' general 
w(dfare of the [)eo[)le has improved. Th(‘ entire fall in the 
l)irth-rat(' is, in fa(d: , due, to th(‘ deci‘eas('d h'rtility of marriages, 
and this decnaase, D]\ Mombert argues, is directly due to the 
iiUTc^ase in welfare, opm'aling through an increase of prudence 
and foriisight and not merely through a physiological decrease 
of f(Ttility. The arguuK'nt is d('Veloped as follows. ]n thc^ first 
place th(U\', is a marked inversci rekition hetwaaui wadfare aaid fer- 
tieiy in difierent districts : apart from instances in other countries, 
if fhe districts of H(U-!in, Ilaanburg, L(‘ipzig, and otlaa* large 
town;-. ar('. rangcal in order of fertility, it is olivious tluit tli(‘ most 
f(-rt.ii.' districis arie on the whole, those' with the greatest pro- 
porlams ot ovjercrowded tenements and tenements at low rents. 
Similarly, in (‘ompaihig dillerent towms, or larger districts, there 
is an obvious relation between tlu^ h'rtility and the number of 
sayings bank aca'oiints jX'r TOO inhabitants. This alone suggests 
that wliere welfare improves b'rtility wall deensvse, and that the 
decrease wall# be due to thrift, and the siiggx'stion is lionu^ out 
by iraal, districts showang the greatest dcau'case of fertility ex- 
hibiting, on the whole, IIk' great(‘st increase in savings bank 
accounts. Where exceptions occur, as in the industrial districts 
of the w'est, they appear to be accounte d for liy the increase in 
the proportion of waves at younger ages. 

While in several instance's wo arc hardly disposed to agree 
entirely with the author’s conclusions, e.g., in the slight weight 
attacd,i(Hl to the possibility of physiological changes in fertility 
with the rise in standard of living, the theory is, broadly speak- 
ing, borne out by the figure's adduced. We should, however, 
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like to have Been a coraparison of fertility with status of districts 
for an earlier period : the fact that the relation between fei1;ility 
and welfare, in this country, is largely a growth of the last half 
century, if wo may accept Mr. Heron’s conclusions, seems to 
put some difficulty in the way of the acceptance of Dr. Mom- 
bert’s theory as completely adequate, nor does it account for the 
very marked turning-point in the birth-rate in 1876. Dr. Mom- 
bert does not enter into a discussion of the more immediate 
causes of the fall nor of its consequences. Wisely, perhaps, he 
also does not venture on any suggestions as to the desirability 
or otherwise of any legislative action on the matter, but his 
volume remains a useful presentation of the fncts in Germany. 
The reader must, however, be careful in studying som(^ of the 
tables given, where errors in the headings have occasionally been 
overlooked— c.q., “marriages” being staled in lieu of “persons 
married,” an error rather disturbing to the uninitiated. 

The literature on population at the commeTK;ement of this 
century, of which this volume may be taken as typical, 
stands in the most remarkable contrast with that of a 
hundred years ago. Then the economist was afraid of the too 
rapid growdh of population : now the source of anxiety is the 
fall in that rate of growth, and the apparently differential char- 
actc'r that is rendering it an agency for the s(d('ction of the 
“less fit,” owing to their more rapid reproduction. Will this 
state of affairs continnf^ or is it a passing phase that has oc- 
curred lK‘fore and will occur again? Tf the theory that the fall 
in fertility is almost wholly due to the growth of welfare and 
comfort bo accepted as adequate, it can harrlly fail continue, 
and every step in advance will only tend to a further fall ; the 
present fall must, in fact, on such a. theory, he regarded as 
in great part a direct cons('qvi('ne(' of th(‘ philantliropic legisla- 
tion of the last century — legislation that caicouraged foresight by 
the provision of cduen.tion and thrift by affording opportunities 
for saving. While we do not b(‘]ieve that the i.lieory (ontains tlie 
whole truth, it should be recognised tliat tlu' geruu'al tendency 
of all such legislation is to lessen the, reproduction of the better 
elements of the jopulation rather than the worse, and the problem 
80 created must be faced. 


G. IIdny Yttur 
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Die Wcltwirtsohaft, Eiri Jahr-und Lcsebiich. Herausgegeben 
wn E. VON Halle. 1. Jahrgang, 1906. III. Toil, Das 
Aiisland, (B. G. Teubner in Leipzig und Berlin, 1906. 

5 InarkB.) 

TrrK third maintains the character of the former parts noticed 
in th (3 Economic Journal of 1906, p. 605. (^opioiis statistics 
iiire given for tlie principal industrial countric^s, with shorter 
accounts of produce and trade in the less important regions, for 
1905 and the years immediately preceding. The countries and 
regions are d(3alt with by different experts, and the verbal com- 
ments are informing. The British Empire is treated by Mr. 
W. A. S. Hew ins, and tlie arrangement of statistics and the 
commemts thc^reon do not conceal liis well-known views, and 
will not meet with universal assent. We may notice, for in- 
stfince, that the supposed tendency of the woollen trade towards 
the lower stages of manufacture (analysed in the Economic 
Journal of 1905, f)p. 584-590) is emphasised (p. 15). 

A. L. Bowley 

The Economic Development of a Norfolk Manor, 1086-1565. 
]]y Eranc’es GAHorNER Davenrort. (Cambridge Eniversity 
Press, 1006. 1^]). x., 105, and cii.) 

Miss 1>avenpout’s hil)liography of printed original materials 
for Englisli nuinorial and agrarian history during the Middle 
Ages has long l)e(m an invaliuible aid to economic students. She 
has now followed* this up l)y a piec(' of intensive economic history, 
lUtnK'ly, an (4aborat(3 examination of the changes which took 
pta(^ on Eormjc'tt Manor between the time of the IJomcsday 
survey and the beginning of the reign of Elizabeth. The history 
thus unfolded in detail embraces the most important period of 
English iigrarian and social history : it comprises the agricultural 
revohitjon of^the fifteenth and sixteenth centuries, and the conse- 
quent freedom of movement gained by thc3 mass of the popula- 
tion. A striking feature of English c(x>nomic development is the 
early date at which the agricultural |>o{>ulation becaine free, and 
this book brings out th(3 way in which this change wvas accom- 
]>lished in one particular spot where economic events were prob- 
ably typical of the revolution in East Anglia. After examining 
the toix)gra[)hy and t(M-ritorial development of the manor, Miss 
Davenport gives an account of the inhabitants and the tenure 
under which they held. She brings out the large proportion of 
free persons to unfree existing on the manor, and the fact that 
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the freemen tended to live apart, while the unfree were grouped 
together in villages. 

The book falls naturally into two parts ; the history of the 
management of the demesne and the history of the tenaiits and 
their land. In the history of the demesne between T270 and 1307 
we hear how the bailiff managed the estate, and what were the 
duties of the inferior officials. A very minute account is given 
of the husbandry of the manor, tht^ income in duc'S and food 
that the lord obtained from it, the outgoings and the net profit. 
The whole account presents a careful picture of the manorial 
life of the time. 

In the second period, 1376 78, the organisation of the manor 
and the administration of the demesne were revolutionised. Tlic 
principal change^ lay in the fact that the lord was leiising the 
arable land instead of cultivating it himself. Owing to the 
great pestilence much land had come into the lord's hands, and 
the labour dues could not be exacted. Out of 3,219 winter, 
summer, and autumn w^orks owed, 1,722 were no longer avail- 
able between 1377-78. Having lost half th(' labour nnts tlu' 
lord wnuld have to hire labour if he continued to culfivale the land 
himself. It was more profitable, howev('r, with the high wages 
demanded, to break up the demesne, aaid ]('t it to teaiant farmers. 
Miss Davenport brings out the fact that this ucvv method of 
farming meant a loss to the lord, and that Die (i(‘creas(‘ in the 
valuer of the maaior was about £30. The average net profits in 
the- earli(‘r jcriod had been about £93, so the loss was con- 
siderable, 

Tlie third period covc'rs the years 1100 1605. During that 
period the land held on paym(nt of labour sefv.evs vvas ewii- 
verted into leasehold. In 1406 of tlu' 3,219 days work owa^d 
only 195 w^cre available, and the lu't profits of the manor de- 
creased until betweim 1601 5 th<‘y wen* €50. It was not merely 
the niiK'teenth century w^hich witru'ssed a- great fall^ in tlu* value* 
of land. With the^ rise in prices of the sixtccntli century tlie 
<-£50 of 1604-5 meant a greater decline than the figuics indicates 
This tracing in detail of the actual loss incurred is one of the 
most valuable contril)uti()ns of the* hook to economic history. 

The history of the tenants’ holdings is traced for the same 
periods. We first of all learn to appreciate tb(i tremendous 
variety of services and dues owed on this manor, then we come 
to the period of disintegration and tlie flight of many of the sc-rfs 
with a view to bettering their position. The author suggests 
that the withdraw^al of the serfs from the manor is a factor in 
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the disappearance of serfdom, which has been underestimated 
hitherto, if this manor is typical of the country at large. Slie 
also traces the distance to which the serfs removed between 1400 
and 1575 : the majority of fa..milies had settled within twenty 
miles of the manor. The growth of sheep farming, the increase 
in the size of the holdings, the inclosure of lands in the open 
fields which took place on this manor, all illustrate spetifically 
the general course of the agricultural revolution Which we gather 
from the contemporary ballads and pamphlets. Controversy has 
raged as to whdher enclosing in the fifteenth and sixteenth 
centuries was wides|)read, or of inconsiderable amount. On 
Forncett one-third to one-half was enclosed by 1565, but for 
arable purposes as well as sheep farming. The holdings of the 
tenants were originally very small, averaging 7‘5 acres, but during 
the course of centuries they increased in size, and at the same 
time on this particular manor rents ranged high during the 
fifteenth century (p. 79), which probably is to be connected with 
the s]>read of sheep raising. V>y the sixteenth century th(‘. 
tenants held their land on perpetual leases, and in 1575 the last 
two remaining bond families wau'c compelled to buy their free- 
dom, and the period of serfdom came to an end. 

The clainges in the |)opulation of tlu^ manor are dlscusscul 
w'itli a view' to throwing light on the controverted question as 
to the ('xtent of the ravages of the Black Death. On this estate 
tin mirnbrn* of j>eoj)b‘ betwa 3 en 1376 and 1565 wais only about 
hah v<'hat it had been at the beginning of the', fourteenth century. 

We. must hcr|)e that otluu’ students will soon imitate Miss 
Daer^iqx)rt, and give us the internal history of other manors 
m'TltTier pans of Englaaul, so that w'c shall he aide to judge 
eveidually from first-hand evidmee as to wdiether Forncett was 
typical or exceptionah May those wtio undertake the laborious 
nature of the work of reconstructing tlu‘ life of a particular 
manor bring^to the task the care, f)atience, and historical insight 
wdiich (*liara.ct(3rises the wuatcr of the book under review. It is 
a mod(d of the waiy in wdiich manorial records should be treated. 

L. Knowles 

British Economics in 190-1. By W. Jl. IjAw^son. (W. Black- 
wood and Sons, 2nd Edition, 1906.) 

American Finance — Domestic. By W. E. Lawson. (W. 
Blackwood and Sons, 1906.) 

Tup first of these books is a sort of compendium of all those 
(pessimistic criticisms of public and private business policy wdiich 
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appear in times of trade depression. A facile style, and some 
polemical skill of the sort that appeals to the reader who is not 
too well instractod, have made the book so popular that it has 
run into a second edition. TTnfortunatedy , it cannot be said that 
th('re is anything of value in the book for the serious student. 
The author is hopok^ssly fop*^^ed over the question how to 
nu'asurc' the wealth of the country. Ho makes great fun of Sir 
Bobert Cliffcn’s (\stiniatc of income on the ground that “one 
taxpayer’s exp(‘nditnre forms a now income for other taxpayers. 
The two overlap and duplicate each other indefinitely and it 
is therefore absurd to add all individual incomes together. Tf 
anything can be made out of the confusing chapter entitled 
“ Statistical vctsu ,^ Solid Wealth/* it is that only savings and 
not income should be taken as a measure of prosperity ; but the 
discussion is hopelessly fogged by the influence of some vague 
attempt to distinguish between “productive” and “ unproduc> 
tive ” labour, under new names. Salaries of Government officials, 
for instance, ought to bo entirely excluded, we are told. 

A subject of much concern to the author is the excess of 
imports. He refuses to believe that the earnings of shipping 
can be so largo as Sir B,. Gitfen estimates, and has a haunting 
fear that the “nation,” somehow, must he piling-up debt. 
There is nothing of any value in the chapter devoted to this 
subject. It is almost as hoy;>elessly confused as that on national 
wealth. For instance, it is argued that tlu^ earnings of ship- 
ping must be halved in estimating the “ invisible exports/* 
because freights are aln^ady ineliided in the value of the imports. 

“ Our growing incubns of rates and taxes,” Tour /^int-sto£*k 
directors,*’ “our foreign-controlled moTu^y-markei,” “our con- 
servative railways,” are some ty])ical headings of chapters in 
which the author discovers alarming symptoms everywhere. No 
one denies that tlierc is room for criticism everywhere, but 
alarmist writing of the kind here found is now discredited. The 
book is men' Journalism. The only use which a serious student 
could find for it would bo as an answer to the question, What 
is the use of economic theory? Anyone who finds a difficulty 
in answering might be recommended to read this book. One 
use of economic theory is that it saves one from writing, or 
being taken in by this kind of thing. 

The volume dealing with the United States is distinctly 
better than the other. Mr. Lawson has no axe to grind in this 
case. A large part of the book is occupied with the history of 
American banking and currency — a vc^ry complicated story, the 
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outlines of which Mr. Ijawsoii givcis in quite a readable form, 
thoilgh we are not sure whether the non-banking reader will 
understand all the intricacies. The [)eciiliar history and present 
position of the Treasury in relation to the banks is particularly 
difficult for an outsider to understand. This book may help those 
who know sornotbing of the subject already, but a little ele- 
mentary explanation of the functions of banks and their methods 
of working would be useful in a book like this, which is intended 
for general readers. 

In criticising the present situation, Mr. Lawson says much 
which will meet with general approval, if there is nothing parti- 
cularly novel. He takes, perhaps, an unduly alarmist vi(‘-w^ of 
the financial situation, especially in regard to what he calls the 
“delusive gold reserves,” but there can be no denying some 
ground for uneasiness. Perhaps the most interesting part of 
the book is Chapter XV., in which the author points out the 
apparent discrepancy betw^een the statistical estimates of the 
increase of capital valuer of farms in the United States and the 
much more modest increase in actual production. There seems 
to be room for investigation there. 

C. F. Bickerdike 



NO'rES AND MEMORANJM 

A Letter of Malthus to Eu ardo. 

Letters of Malthus, as is well known, arc very rare, as rare 
at least as those of Adam Smith ; and no collection of his corre- 
s|X)ndence with Eicardo or with any other economists seems 
anyw'lKiro to be })reservod ; though we fortunately possess a 
volume of Ricardo’s letters to Alalthus, ably edited by Malthus’ 
biograplier, Dr, Ikmar. The loss of Malthus’ share in this 
corresjnndence may be ranked by economists next to that other 
literary disaster, the destruction of David Hume’s comments on 
the “Wealth of Nations.” 

The letter hero printed, one solitary passage^, in the missing 
cojrespondeiico, will increase the general regret for the loss of 
the rest. It is addressed to D. Eicardo, Es(i., Gatcomb l\irk, 
Minchinhampton, Gloucestershin? ; and datcxl, East India (\)1- 
lege, October 9th,/l814. It is a reply by Mcilthus to a lettfjr 
of Eicardo, dated September IGth, 1814; and i t ^W]^ , jiai s w ered 
by Eica.rdo in a letter dated October 23rd, 1814, a long letter 
of five pi'inted pages. The two letters of Eicardo arc Nos. XIX. 
and XX. of J-)r. Eonar’s edition, and will be found on pp. 43-51. 

[Vile Malthus letter was purchased for the Goldsmiths’ 
Library from Messrs. Sotheran in March, 1907. indication 
of its provenance was given ; but there' is a passage in a letter 
of Eicardo, No, XXI., of December 18th, 1814, which may 
perhaps explain how it came to be separated from the rest. 
Eicardo asks Malthus to allow him to give one of his letters to 
a Mrs. Smith, to add to a collection she was forming “of the 
handwritings of a great number of men who had distinguished 
themselves by their writings.” The Smiths wore friends of 
Malthus, and we cannot imagine him refusing the request. It 
is not ini[)robal)lo, therefore, that this letter, which he had so 
recently received, was the one Ricardo gave to Mrs. Smith. 
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The letter, as well as the discussion of which it forms a part, 
is highly characteristic of the men and their age. It relates to 
one of. the most Eicardian of Eicardo’s doctrines ; precisely the 
kind of doctrine Malthus would bo unable to accept and at the 
same time too much interested in to ignore. Even in his most 
speculative flights, Malthus usually keeps one eye on the facts, 
by way of checking his reasonings ; and the extreme abstraction 
of this argunumt of Eicardo moves him to protest. It is signifi- 
cant of his strong practical bent, and kc^en s(mse of responsi- 
bility, that he refers to the kind of controversy in which they 
were engag(xl as “ the metaphysics of Political Economy.” The 
term in those days liad a dyslogistic sense ; and its use indicates, 
no doubt, that Malthus would hav{‘ preferred to discuss suen 
questions on niore realistic lines. It will be noted, too, that 
Malthus, here as in many other places, insists on the import- 
ance of demand, and of the due consideration of the element 
of time; and again, that he prefers to rest the argument on 
price measures, rather than to carry the abstraction a step 
further, as was the custom of Eicardo. He writes, for instance, 
of price of production, rather than cost of j)roduction. These 
suggestions, which all point in th(^ direction taken by subse- 
((uent theoretic advance, are among tlu^ [eatures of interest that 
seem to make tlie letter worth publishing. 

n. S. Eoxwnij. 


1 Copy.] 

E. I. Coll.,’0r/. U//i, 1814. 

My dbab Stu, 

We are very much oblig(ul to you and Mrs. Eicardo for 
your kind invitation to Gatcornb Park at our Xmas vacation, 
but I fear it will not be in our power to accept it. If we go 
from home we can hardly avoid going into Surrey ; but we hawe 
latterly come to tlie resolution not to make distant excursions 
more than once a year, and I believe tluTcforc] we shall confine 
ourselves to Hayleybury and London. Our best chance of seeing 
(xatcomb and particularly of seeing it in beauty will be during 
some summer vacation in our way to or from our friends near 
Bath. Perhaps next snmrner we may be in that part of the 
world, and it wull be a great additional pleasure, in our excur- 
sion, to be able to pay you a visit. 

I do not write so soon after receiving yoiir letter as I should 
perhaps feel inclined, for fear of occupying too much of your 
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time, as well as my own. But I think that a letter now and 
then on these subjects will do us no harm, and perhaps may be 
the means of settling some important points relating to the meta- 
physics of Political Economy. 

You seem to think that the state of production from the 
land, cpmpared with the means necessary to make it produce, is 
almost the sole cause which regulates the profits of stock, and 
the means of advantageously employing capital. After what 1 
have written on the subject of food and population 1 can hardly 
be supjKDsed not to allow a very great effect to so very great a 
cause. But unless it could be shewn that no improvements 
were ever to take place either in agriculture or manufactures, 
and that upon a rise in the price of raw produce, new leases 
would be immediately granted, new taxes levied, and that the 
price of labour and of every other commodity both foreign and 
domestic would rise without delay exactly in proportion, the 
doctrine is evidently not correct in practice. And as these con- 
temporaneous effects arc in my opinion not only improbable but 
impossible, it would be quite useless to lay much stress upon it 
even as a theoretical groundwork. It appears to me that nearly 
all which can b(i safely advanced respecting the dependence of 
profits on the state of the land is, that the facility of acquiring 
food, and particularly the [xissession of a great quantity of good 
land is the main cause of high profits, and the ultimate check 
to the indefinite extension of capital |>opulation and demand. 
But that in the interval between the two extremes, considerable 
variations may take place ; and that practically no country was 
ever in such a state as not to admit of increase: of prolil^-" 
the land, for a period of some duration, from the advanced price 
of raw produce. 

The Profits of stock, or the means of employing capital 
advantageously may be said to be accurately equal to the price 
of produce, minus the expcnce of production, and consequently 
whenever the price of produce keeps ahead of the price of produc- 
tion the profits of stock must rise. And this has unquestionably 
been the case on the land in this country during the last 20 
years. It is not the quantity of produce compared with the 
expence of production that determines profits, (which I think is 
your proposition) but the exchangeable value or money price of 
that produce, compared with the money expence of production. 
And the exchangeable value of produce is not of course always 
prop<irtioned to its quantity. In poor countries of rich land the 
profits of stock are in general not nearly so high as they ought 
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to be according to your theory ; and in rich countries of middling 
land* and of an increasing commerce, they are often much higher. 
In stating the cause of high profits you seem to me to consider 
almost exclusively the expence of production, without attending 
sufiicicntly to the price of produce, and greatly to underrate the 
wants and tastes of mankind in affecting prices, and. conse- 
quently in affecting the means of profitably ernQJoying] capital. 
What is it I would ask that enables the foi’eign merchant to 
sell the tea sugar and tobacco which he imjx)rt8 at a higher 
price than the manufactures which he has sent out in (ixchange 
for them. Solely their being better suited to the wants and 
tastes of society. There is no greater power to purchase them, 
but there is a greater will. And the final cause of the wealth 
which the country derives from these commodities, and of the 
means of profitably employing capital in their inqiortation, is 
the existence of a taste tor them. It is in considering merely 
of the proportion of commodities to one another, and not of 
their proportion to the wants and tastes of mankind that the 
error of Mr. Mill, in my opinion, consists. I cannot by any 
means agree with you in your observation that “the desire of 
accumulation wdll occasion demand just as effectually as a desire 
to consume[“] and that “ consumption and accumulation 
equally promote demand.” 1 confess indeed that 1 know no 
other cause for the fall of profits wliicli 1 believe you will allow 
geiKU’ally takes place from accumulation than that the price of 
produce falls conipared with the expence of production, or in 
other w^ords that the effective demand is diminished. Eor this 
i^v liow I unden-<tand the term effective demand, and this 1 think 
is the interpretation of it given by Adam Smith. And accoi*ding 
to this interpretation, that is u|X)n the supposition that a greater 
effective demand means a greater excess of the price of produce 
above the expence of production, you would merely allow that 
the eff ective •demand would always be greatest wdien the quan- 
tity of capital was comparatively thi^ smallest or the profits of 
stock highest. The true question relative to Mr. Mill’s propo- 
sition is not wTiether a man would like to s):>end half as much 
again ; but whether you can furnish to persons of the same 
incomes a great additional qiiaaitity of commodities without 
lowering their price so much conqiared with the price of pro- 
duction as to destroy tlu*- eflhctive demand for such a supply, 
and consequently to clu^ck its continuance to the same extent. 

Tho principal difficulties on the present question appear to 
me to arise from tho very dilTcrcuit effects of an increase, or 
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ditainution of capital on the land, and in manufactures , and 
commerce; particularly with regard to price, occasioned by the 
different nature of the instruments employed, one set naturally 
growing worse, and the other generally growing better. But 
1 have no rocjm for more, so adieu. 

Ever truly yours, 

T. E. Malthus 


The Canadian Tariff Ekviston. 

In numerous ministerial declarations during the last year or 
two it was (explained that the new tariff was to be framed on 
the basis of maximum and minimum schedules, with a seric^s of 
preferential rates lower than those of the minimum schedule. 
It was sup];x)sed that the maxirnurn schedule would be applied 
to the imports from such countries as Ciermany and the United 
States, the minimum schedule to imjx)rts from countries which 
do not subject Canadian exports to their least favourable rates 
of duty, and wdiich maintain tarifl’ rates at a modiU’atK* level. 

Such a plan of operation for the Canadian tarilf seemed to 
offer some favourable possibilities. On the one hand, Germany 
might have ceased to receive a treatment so special as to have 
the appearance of peculiar ill-wnll. On the other hand, many 
interests in Canada would have welcomed the increase of obstacles 
to imjx)rtation from the United States, and others wa3uld have 
hoped to secure, as the purchase-price of the concession of the 
minimum rates to the United States, a substantfe.1 scaling-dowp 
of the existing extravagant rates of duty with which Canadian 
exf>orters are met in that direction. 

Mr. Fielding’s speech revealed an arrangement even more 
cornplicated than had been foreshadowed. The special surtax 
ap})lying to Germany has been retained urKiltcu’ed, the raters 
being one-third above those of the ordinary tai’itf. As this 
ordinary tariff is thus not one of maximum rates, it retains the 
old title of general tariff. The principle of the maximum and 
minimum plan is, however, embodied in the new scheme, in 
the shape of an intermediate table of rates, about one-tenth 
below those of the general tariff, on the average, though 
numerous rates are identical in the two schedules, and in a 
considerable number of cases the intermediate rates are exactly 
half-way between the general and preferential rates. The inter- 
mediate tariff is to bo applied to imports from countries which 
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give adequate concessious in their own tariffs to imports from 
Can^tda. If Mr. Fielding’s meaning was correctly interpreted, 
the intermediate rates represent the extreme of the concessions 
which non -British countries will be able to secure from Canada. 
The entire list of intermediate rates may or may not be con- 
ceded to any one country in return for what it gives, so that, if 
a country be unwilling to give adequate concessions, it will 
secure a correspondingly meagre share of the advantages pre- 
sented by the intenanediate tariff. If this be the corrc‘ot inter- 
pretation of Mr. Fielding’s wwds and manner when presenting 
the subject, some not inconsiderable difficulties may arise. Of 
these the chief is that prf^sented by “ most favoured nation ” 
clauses in Ihatish tn^aties which apply to Canada, unless those 
clauses are to b(^ given tlie American interpretation, and held 
to promise rnendy reciprocal concession of terms as favourable 
as those granted to any other nation. The Finance Minister 
referred to the obstacle presented by these treaties. He sug- 
gested tliat it might be possible to conclude arrangements with 
several countries, to take effect at about the same time. If we 
examine the trad(5 returns for 1905--G, we find that 95 percent, 
of the dutiable imf)orts from non-British countries wen^ leeeived 
from tlie following six, viz. : Bnited States (which contributed 
75 per cent.), France, Germany, Belgium, Switzerland, Japan. 
Now, of these, no difficulty would arise ii] the case of the United 
States, G('rinany, or Belgium, since the grant of special terms 
to other countries would not involve the extension of those 
favours to either. * ( 'anada has learned from experience that both 
Fi'aruce and Ja|..van are willing to meet her in trade matters. 
B^y includijig ordy five other countries, or, in strictness, four only, 
over 98 ])er cent, of the dutiable imports are covered, and two 
million dollars only left for all other countries. These four are 
Holland (including the Dutch East Indies), Spain, Austria- 
Hungary, and Italy. Most-favoured- nation tn^aticjs only affect 
Canada’s relations to Austria-Hungary and Spain of these. Elven 
of the small remainder of two million dollars, one-third is de- 
rived from Cuba and Porto Rico, and the American interpretation 
of the most-favoured-nation clause may perhaps apply to these. It 
will thus be seen that the obstacles in the w^ay of action looking 
tow^ards the application of the intermediate tariff are not as 
great as has been represented in some quarters. Could satis- 
factory reciprocity treaties be arranged with France and Switzer- 
land, Austria-Hungary, Spain, and Japan, they might be put 
into force without waiting for treaties with the rest of the world, 
No. G6. — VOL. XVIT. u 
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cispecially as a number of the minor countries are, like some of 
those named above, not entitled to claim from Canada the most- 
favoured - n at i on t re atm on t . 

The relation of the I tinted States and Germany to the new 
intermediate tariff has attracted a large amount of attention. It 
has been freely stated that both would, as a matter of course, 
proceed to qiijilify for thc‘. favours embodied in it. As to this, 
it may be said at Ituist that there are grave reasons for doubting 
the accuracy of such a prophecy. Tiu; retaliatory si)irit ex[)r(?ss('d 
in the surtax imj)()sed in Canada on German goods, and in the 
action which provoked it, by wtliich Canadian goods a, re subject 
to th(‘ rates ol‘ the German maximum tariff, is rathei* different 
from the fric'udly excliange of reciprocal favours wdiich the offer 
of the intermediate tariff* is meant to evoke. It is true that 
hopes are expressed at Ottawa that a better relationship with 
G(‘rmany may be arranged in the near future, and it might 
hapi'xm that the German minimum tariff* would be considered 
sufficiently favourable', to Canada to warrant, not merely the 
nhandonnient of th(' surtax, but the grant of thv intermediate 
rates. ]f that waux' to happen, German comp('tition with some 
lines of British trade in Canada, severe in spih^ of th(3 burden 
of the surtax, might become very serious. 

As to the prospect of reciprocity belwx'cn Canada and the 
United States, the immediate future semis to promise little 
d(ffinitt‘, movement. The utterance of Sir Wilfrid Baurier in 
the House of Commons on January 14th expresses tlie opinion 
of most well-informed pc'oplo. The Canadian Pix'inic'r said : — 

“I do not think it wnuld be jxissible to obtain from the 
Unite, d States, at the present time, or a,t any time, any quid 
pro quo in the way of trade concessions. Wc', have* been looking 
for trade concessions for a, long time, but we, do not look for 
them any more now ; we have abandoned that idea, long ago. We 
do not care any more to have these trade concc'ssions. There, 
was a time when we would have given a grt'at deal to have 
trade concessions from our American neighbours ; they chose in 
their own way to refuses tfu^se ; we have done ]>r(itty well without 
them, and at the firesent time we do not exp('c,t anything of that 
nature.. ’ ’ 

Tlie official statements of the Canadian Manufacturers’ Asso- 
ciation, professing fear that the application of the intermediate 
tariff’ to the United States would soon be realised, and would 
threaten the existence of numerous Canadian factories, need not 
be taken too seriously. Tliey are opposed to all that can be 
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learned as to the disposition of the Congress of the United States, 
and especially of the Senate. 

Whether the intermediate tariff remain as an exhibition of 
what Canada is willing to do, an offer which none accept, or not, 
it may be said to express anew the spirit of the reciprocity offer 
of the tariff of ten years ago. That offer of reciprocity was 
quickly changed so as to apply only within the limits of the 
llritish Empire. It had served an end in procuring the denuncia- 
tion of the Belgian and German treaties. It seemed, almost, 
that the new^ scheni(3 of tlu‘. Canadian Government might be de- 
signed to procure tho dtamnciation of all the British most- 
favoLircd-iuition treaties which includes Canada within their scope. 
What has hocn stated abo^^e makes it appear that such action is 
not necessary to enable Canada to act effectively in the promo- 
tion. of her own trade interests as may seem best to herself. 

Passing, now, from the most novel feature of the new tariff 
to the changes in the preferential rates, we find realised the 
anticipated replacement of a uniform rebate of one-third by 
])r(.!fcrcmtial rates varying from it(un to item. The principal line 
of (.diange has residted from the apj)lication of a rule that every 
rate of duty shall bo a imiltiph'. of 2^ per cent. On rates like 
20, 25, or 35 in the general tariff, the oiu^-ihird rebate pr’oduced 
some awkwaird fractious in the prelerential rati.^s. In the new 
tariff all tlu^se are <abolisluHl, a result achieved, sometimes by 
raising, sometimes by lowering the rate of the prefen.mtial 
duty. Thus, in Jlie old tariff*, cotton fabrics, white or gray, 
bleiiehed or unbleached, wore charg(‘d at 25 per cent. The 
prefei-ential rate*was thus 16§ per cent. In the new tariff the 
general ratci is unchanged, l)ut the ])referential rales are made 
diffnrent, that on white fabrics being raised to \1\ per cent., 
while that on gray goods is lowenal to 15 f)er cent. A few 
itenjs, about a dozen in all, have the same rate of duty what- 
ever their origin, being treated in the same way as tobacco and 
alcoholic liquors in the old tariff. The new items arc all charged 
at low rates, 5 or 10 per cent. They include stereotypes, on 
which tile duty is halved, while stereotypes in foreign lan- 
guages, fornu'rly fix'e, an.' no longcu' treated dillVsn'iitly from 
those in English or French. 

There is also a list of a dozen items, half of whieh were 
formerly in thti frcio list, which are free under th(', preferential 
tariff, and bear small duties under tlje otlier tariffs. Tliis has 
involved* imposing duties on some items when in)|>orted from 
other than British source's. Salt, celluloid in tlu'. rough, curling 
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stones, and some kinds of iron and steel wire are now’' dutiable 
W'hen non-British in origin, while the duty on dry red lead, and 
some varieties of iron and steel sheet and pipe, remains when they 
are of foreign origin, but is abolished whem tlu^y come under 
the preferential tariff. There are a few^ transfers between the 
free list and the dutiable list, of wdiich examples are : uncleaned 
rice now free; the duty on cleaned rice being correspondingly 
reduced; and paintings, formerly free if “by artists of well- 
known merit,” now dutiable at 25 ix?r cent, under tlie general 
tariff, 15 per cent, under the preference, with a limit of fifty 
dollars chargeable on any one painting or pastel. 

Bt^sides such changes in the free list, some of wdiich may 
prove of considerable importance, a new' plan of dealing with 
certain materials of manufacture is adopted. Both the old and 
the new tariff provide numerous instances of specially low duties 
or freedom fr'om duty for materials, othei’wdse subject to the 
ordinary scale of duty, wdien these materials are imported by 
manufacturers for working up in their own establishments. 
The ruwv tariff tries a novel plan of controlling such importation. 
The specified materials are to be regularly imjxirted, and, when 
they arc worked up into goods sold for home consumption, tlie 
manufacturer is to he able to claim a. draw'back, which is, in 
the great majority of cases, 95 per cent, of the diitios paid. 
In nearly all thesis easels the materials liad {meviously been on 
the free list. In oiu^ case, where the drawd)ack is 50 per cent., 
the previous arrangement had been to admit th(^ material for 
the use of the rhfinufacturcr at 15 per cent, duty (profcrontial 
rate 10 per cent.). The new plan reduces the burden somewh.at, 
but, as the duties of which the half are to bo refunded are 
much higher than the old 15 per cent., the change in tlie situa- 
tion is much less than appears at first sight. Some complaint 
has been heard that manufacturers of iron and steel are to be 
deprived of an important part of the home market by the now 
drawback arrangement, but a comparison of the actual condi- 
tions under tlui old and new tariffs shows that no more than 
a little extension of the range of materials a(imitt(Hl on special 
terms for manufacturing purposes has hocm dfected. ' On the 
other hand, in these special cases, the manufacture for export 
will receive no encouragement under the new sclumje. The 
same principle applies to the bounties on steel, of wdiich more 
presently, wdiich are not to be paid on this (‘ornmodity when 
produced for ex[x)rt. Canada is not to be made a basis from 
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which the United States Steel Corporation, by establishing 
Canadian branches, may secure favourable entry for its goods into 
markets which are more freely open to Canadian goods than 
to like goods from the United States. 

Turning to the question of the level of the rates of the m^w 
tariff, space will not admit of any lengthened analysis 4n this 
letter. Some guidance in judging of the olTects 'of the changes 
may be gained from a few tentative comparisons. The three most 
important groups of articles, so far as British trade is concerned, 
are woollens, cottons, and iron and steel. Consider first the woollen 
schedule, Here, as will be remembered, a change was made in 
J9()4, by wliicli the jmderential duty on certain classes of woollen 
goods was made 30 [x'r cent., less than the general duty by only 
5 per cent., or one-seventh in place of the usual one-third. The 
new tariff maiiitains this arraTigement, and oven extends it to 
(Unbrace some goods formerly tariffed separately arid lower, by 
the simple process of omitting the spiicific mention of these 
additional goods. Seventy pt-r cent, in value of the “ wool and 
woollens” im})orted in tlui last completes fiscal year fell under 
this classification. The lud, result is to increase slightly both 
g(uuu'al and prefiU'ontial duties, fhough the former in so small a 
(legn?e as to be n(‘glig)i,jle. Tlu'. incnrises in firefiu'ontial rates 
are somewhat greater than the decreases, though, on the entire 
mass of M’oollens, the net increase is only about onmtenth of 1 
p(U’ cent, of the value of the goods. 

Turning to CQttons, we find that the goods affected by de- 
creased preferential rates represented less thdn 8 per* cent, of 
the^ im])orts of caTttons from Great Britain in 1905-6. The goods 
with unchanged jireferemtial rates were between 11 and 12 per 
cent, of the total, d^hus tlie preferential rates arc raised, whether 
by little or by much, on oveu* 80 per cent, of the goods, jiielging 
by the standard of last year. The aggregate net increase is 
about 1 per cent, of tlic value of the ge^ods, wliieh shows that 
the changes are mainly those due to introducing tlio 2J per cent, 
stop system. It is to be observed, however, tliat the rates of 
the general tariff are reduced, and by an average amount of 
about IJ per cent. Thus the difference, constituting the pre- 
ference, which was formerly about 10 per cent, of the value of 
the goods, is reduced by more than one-fifth of its amount. 

In iron and steel goods the changes made are more favourable 
to British trade. Eeference has already been made to cases 
where, with small duties retained or imposed in the general tariff, 
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the preferential tariff shows no duty. When we sum up the 
results, the few cases of increased preferential rates are con- 
siderably outweighed by the more numerous cases of decrease. 
At the same time the general tariff rates average a little more 
than under tlie tariff of 1896. The result is that a preferential 
difference of a little over 6 per cent, of the value of the goods 
is replaced by, one of over 8 per cent., or an increase in the 
advantage open to British traders in the proportion of 3 to 4. 
The actual advantage may be greater than this, since the dif- 
ferences in excess of the average are those wliich, if any, are 
likely to become operative in affording openings for transfer 
of business from the United Stat('s to Greni Britain.^ 

The rearrangement of the iarifl’ rates is not intendcal to expose 
Canadian maaiufacturers of iron and stead to seven'-r competi- 
tion, but to offer an opportunity for diverting to ihe Iiojik' country 
some of the trade which now goevs elsewhen'. The home m.anu- 
facturer receives special consideration in a revision of th(' boun- 
ties, which were on the point of (‘xpiring. In place of disap- 
l^earing at tlie end of June next, they are to bt' c.ontinuc'd till 
the end of 1910, and for this ycair and next to b(^ set at a. level 
substantially higher than that which was reached last year. 
Further, the usc^ of Canadian is favounal by making the 
diffenmee between the bounti(‘s, on iron from Canadian and im- 
f)orted ore, one dollar pta* ton of 2,0()01b., or aljont 4.s\ l^d. per 
English ton. 

Thrive oth('r points must he not('d in the la'vised tariff. One 
relates to tlie conditions under which goods qualify for pnderen- 
tial tariff rates. The j[)ro[)ortjon of th(‘ir value due to Brilisli 
labour must be 25 |)c‘r cent, at least, and this 25 piu' cent, is 
to be henceforth clear of eitlaT rnanufax-tunu's’ or nuaadiants’ 
prolit. The second relates to the special }>rovisions agaiuvst 
dumping. This special duty was, except in a few casi^s, limik'd 
to one-half the regular customs duty on the artick;. ddic limit 
is now made in all cases, as in the special cases referred to, In 
p(^r cent, of the value. The third point relates to the provision 
for meeting combinations of mannfacturers to unduly exalt 
prices. The regular procedure in such a case has been that a 
special inquiry was held to determine whether the combination 
really existed and worked the injurious result deprecated. An 
alternative method of establishing the facts is now found wlier- 

‘ Further changes in the rates, made during the discussion of the, Tariff in the 
House of CommonB, have tended to increase the preference on iron and steel goods 
somewhat beyond the amount indicated in the figures given. 
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ever the case has been adjudicated upon by the ordinary courts. of 
law.* In such a case no delay for a new and special inquiry 
will be necessary in the future. 

Some special attention has been given to one other im- 
portant change in the tariff rates, affecting the differential be- 
tween the rates on raw and on refined sugar. Tlie opinion was 
expressed by the Finance Minister that the sugar refiners have 
been securing a larger advantage than had been intended. Since 
tlie introduction of the surtax on German goods the imported raw 
sugars lifive bc'conu^ almost exclusively West Indian (including 
Guiana undcT this designation for convenience). The new tariff 
leaves the dutii's on refined sugar unchanged, but increases the 
duty on raw sugar by cents per Inmdrcd pounds if from 
l^ritish sources, and by 12 cents if foreign. For sugar at 96 
degrees tlie lu^w rates are 55 and 83J cents per hundred pounds 
for Ih’itish and fon^ign sugars n'.spectively. The rates on refined 
at the sanu'. polariscope standard are, as before, 80 cents and 
.$l/20 r(^sp('ci i vtly . The new rates should give British raw 
sugar a gn*alt‘r a,dva,ntage thaai ever, and either make it easier 
lo import Mrifish refined or prevent the Canadian refiners from 
transfei*ring tla^ addition to the duty to the eonsiimers of sugar. 

This letter has already reached an inordinate length, so that 
oilier topics must be postponed. 

A. W. Flux 

Montreal, Kt'h. 7th, 1907. 

P.S.-'Gf the changes in the original draft, of the new tariff, 
which wer{' effected dm ing the passage of the* Tariff Bill through 
^the House, it is hardly necessary to write a.t huigth, especially in 
view of the fact that British interest in matters Canadian has 
l)(!en recently diverted to what was passing at the Colonial (kin- 
ference. It may, however, be worth while noting one fact. An 
attempt was made to amend the Government proposals by coii- 
liniiig jH’cfe^'ential treatment to imports made directly to Canadian 
])orts, refusing it to im]x>rts rid Cnited States ports. Though 
this condition for preferential treatment is not to be itnposed 
at present, power has been given to the Governor in Council 
to impose it when tlu^. conditions appear favourable. Ministerial 
declarations were to the effect that until the new transcontinental 
railway is built, such a measure would be inadvisable. The at- 
tempt and its n^sults arc indicative of strong currents of opinion 
in the Dominion. 

May Ist, 1907. 


A. W. F. 
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Commandite in France. 

It is an undoubted fact that the form of commercial associa- 
tion known under the name of comniayidite and so flourishinjE^ 
in France half a century ago is decidedly on the decline. Let 
us inquire into thi' causes of tliis revulsion of mercantile opinion. 

According to French law the societc en commandite (limited 
partnership) necessarily comprises two classes of partners : (1) 
one or several partn(;rs calkal general or managing partners 
{commandite or g&rants) severally and jointly liable for the 
whole debts of the society; (2) one or several f>artners called 
special or dormant or investing partners icornnianditairi's) , who 
arc not liable beyond the amount of their shares (art. 23 of the 
Code de commerce). The limiU'd ]>artnership’s transactions 
take place under a firm including only tlu' names of the general 
partners followed by the words “and Fo.'* For example ” 
Dubois and Co. 

The general rule is that th(‘ niaaiageinent of the society 
exclusively belongs to the gemtral jnirtiK'rs. Still, it can lie 
trusted to only one or several of these, or even to a stranger, 
but nmaT to a dormant or investing partner, who is strictly ja'o- 
hibited to act in a similar capacity Oirt. 2(S of tlu' i'(ule dc com- 
merce). It is feared that fh(‘ juiblic might b(‘ deceived by ap- 
parent managers being put in evidence as n^sponsible to any ex- 
tent whilst really only liable to the amount of their shar(‘s. This 
prohibition enforced by the jirtiele 28 of tiici Code de commerce , 
amended by the Act of May bth, 1863, enactvS tint the investing 
partner interfering in the nuinagement of tlic socic'iy is to he 
held, jointly with the managing partners, liahk* for all the debts 
resulting from all the acts he has pm'fonmal. Should these 
acts happen to be repeated and important, he may he declared 
liable for all debts indiscriminately. Notwithstanding these re- 
strictions, the investing partner is allowed to give advice and 
to verify the dealings of his partners. 

Besides these general rules, some special rules are laid down 
for every particular class of limited partnership, such as the 
SociM en commandite simple and the Socieie en commandite 
par actions : the shares of the former are untransferable^ whilst 
the shares of the latter or joint-stock commandites may be sold 
on the market. 

The commandite simple is now only in use for rathe]*, small 
concerns, as the division of the capital into joint parts of property 
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of undetermined value is considered hardly consistent with the 
practical requirements of a trade of any importance. 

The joint-stock limited co-partnership (Socultd en com 
mandite par actions, Acts of July 21th, 1867, and August 1st, 
1893) is far more in favour. Before entering into activity the 
joint-stock limiti^d co-[)artiiershi]> mast he Registered by the 
juge dc paix and thc^ irihunal dc commerce. statutes must 
1)0 |>iit)lished in newspapers oflicially apjK)inted for If gal adver- 
tisements. It is subject to the following rules : — (1) The wliolc 
amount of capital must be subscrilxMl. 3'he loW(‘st admittcc. 
amount of the shares is 100 francs for the societies whose* capita! 
exceeds 200,000 francs, and 25 francs for societies whose capital 
is less than 200,000 francs. (2) Each stockholder is bound, 
previous to the Ic'gal formation of the society, to pay down one- 
fourth of his sul)scription if th(‘ nominal amount of each shfiRi 
exceeds or is ecpjal to 100 francs, or the wh(.)l(* if the, nominal 
value }>e 26 francs (with tlu^ (exception that in c(‘rtain co-opera- 
tive socii'ties called societies with variable stock — socictes a 
capita] variable - -iho tenth part only is to be paid immediately). 
(3) Both subsc*ri])tion and paynumt are to be certified by an 
affidavit of tlu' manaiiRng partm^rs. (1) TIk^ shares granted in 
repres(.mtation of firojierty or of pah^nts are to lie appraisial and 
valued by special conimissiotnu's, and the valuation appimaal 
by the assembly of the 6tockhold(‘rs. 

A board of overseers-- thnv at 1 (vast —is to lx* electtMl by the 
assembly of tlx^ stockholders. 3'his board examines the account- 
books, the cash-box, and tlu* assdis. l^A’ery year it reports to 
the asRcanbly of« the stockholders on the management of the 
s^xdely it siqxvrvises. This management is committed to the 
managing partixu’s, wlio can only be dismissed for serious mis- 
demeanour to be ev(mtiially submitted to law courts. A general 
assembly of shareholders is held annually to approv('- the accounts. 
The statutes .may be ameiKhul by the assembly, but the funda- 
mental princi]>les must be maintaiiual. 

The joint-sto(dv limited partnershif) comes to an end either 
by the expiration of the agrinal time, the achitwement of the 
business it intcuided to perform, or a vote of the general assembly 
of the shareholders. As a rule (but this rule is usually set aside 
by a 8(XHual clause of the statutes) the partnership is dissolved 
by the death, the ba,nkru|>tcy , or the interdiction of one of the 
managing partners. 

Until the Act of June 23rd, 1863, when for the first time 
joint-stock companies were allowed to be created without any 
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licence of the Governniejit, liniited partnorshij) on the baHis of 
commmiditc was prevalent on a large scale in the high and 
middle classes of trade and manufactures. It offered both to 
the inventor or founciiu’ of a new branch of business and to the 
capitalist the best opportunities they could wish : th (3 former 
found ,the money he wanted to make the best of his invention 
or business which he was left at liberty to marjage according to 
his own vie^vs ; the latter took an interest in a promising under* 
taking, witlioiit being liable Ix'yond ihe amount of his share. 

During tlu^ Urstoration (1815-1830) and the reign of Louis 
rhilip]X‘ (1830 1818) nearly all our grc'at iinancial, coiiimerciah 
and industrial ent(‘r{)rises wen^ f(»undcd on the basis of tlu; 
coinDuniditc par acHons. Dy that time tlu' oidy ('xist^ing legisla- 
tion on coniinauditi s ((ka/r dr eeu/urcrce, art. 23 28) conferrixl 
on the managing partru/rs an almost unboinuh'd libi'riy to act 
a,s th(‘y chose, fna^ from any k'gal rostra ints whatever. dd)('se 
facilities bronglit on— especial 1}^ about 1810 hc^adlong specula- 
tions. booms, and finally fma,ncial crnsh(^s. 3’here was a gcmei'al 
outcry for Ic^gal [>ro1(a‘lion of tlu‘ public, proic'ction wbicb was 
at length granted by the Act of July 17tb, Ih 5(), creating in 
every limittai joint-stock ])artnershi]> a hoard of oversecu’s, and 
prohibiting the sale and transier of shares before tlu^ entire (pay- 
ment (d‘ their amount. Hut this last clause was criticistal as too 
seV(U’e and subscajuently n^pealed. 

Since the Act of May 6th, 1863, whiclr has allowed the 
foundation of joint-stock companies (.sxa n'/f.s* (nKfmjincs) without 
aaiy pnavious auttiorisation of tlu^ State*, a.nd still more since 
the Act of duly 24th, 1867, which is eni[)halieally tlu* code of 
limited conipani('S in France, tire conn}inn(liiv is no longer the 
object of the public: predilection. .Most French invc*stors are 
now' prone to look for tlu^ir sa>f(*gua.rd less to the jKU’sonal credit 
of a managing ))artner than to the ascertained value of an 
undertaking suj)()orl('d by tinaiK'ial and ti'chnical ant horit-ii'S. 
They generally fiarr to be deceivi*d by managing partn(*rs who, 
under the cover of an often merely nominal sujX'rviBioji by 
overseers, are entitled to govern the buBiness at their owm will. 
On the contrary, in the socicir anonyniv the board of trustees 
has the right not only to su))ervise, but also to nominate or to 
dismiss the director, and to act as tlu* j*eal executive power of 
the company. The fear of j)ossil)le misiis(‘s by the managers 
of commercial companies is so strong that there is now intro- 
duced a Bill to extend the legal requirements enacted for joint- 
stock companies. 
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Although commandite still retains a good deal of importance 
in small and middle trade, it is now scantily used for largo 
trading or manufacturing concerns, and, if used at all, it is only 
during the initial period, or as long as the still living founder 
wants to keep the management in his own hands. When he 
dies or retires, the formerly (‘.xisting partnership is generally 
transformed into an ordinary joint-stock company. 

Et. Martin Saint-Leon 


“ EoLiSTi Labour” in the Scottish Mines. 

I^'rom 'niK Miner’s Eoint ok View. 

A MATTER that has caus(‘d considerahlo friction anujugst the 
miners of Scotlanfl during the last few years is the ernployiTjcut 
of ” Polish labour” in the Scottish mines. jMfte(Ti years ago 
thena W(.un f(.nv, if any, of these people engaged in the mining 
industry; whilst to-day those em})1oyed can be numbered by 
the tliousand. The majority of th('.s(‘ liave no knowledge of 
either English or mining. Several mining firms have tried to 
overcome the language difficulty by having the “Mines Act** 
and other rules aj>[>licable to mining j)rinted in the language of 
the alien. This, however, made no difference, because only a 
very small percentage of thtun could read the language they 
W(‘re able to converse' in. Tinu^ will, of course, cdiange this; 
but it will be loTig before many of the aliens’ children, who arc 
at present attending scliool, and through M'hom this change will 
he' eU’ected, start to work. Meantime, tlu' em])loymont of aliens 
is a e'onside'rable^ soure'e of danger to tlie otlier mine-workers. 

The e'm])loyers may have made an honest attempt to get 
over the language difficulty; but I am afraid that their efforts 
to Burnu)unt another difficulty which the “ Mines Act,” if pro- 
perly carried out, places in their way, is not so creditable. I 
refer to that section of the Act which stipulates that no one 
shall work in a place alone as a coal-getter until he has worked 
for two years under the supervision of a skilled workman.' This 
is the only provision that is made, so far as the serving of a 
term of apprentici^ship in the mine is concerned. In addition 
to this rule, the men have made a sort of voluntary attempt 
to regulate the number and limit the produce of persons enter- 

^ Minos Act, 188G, section 19, rule 39. 
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ing the mine. Difficiilty has always bc^cn experienced in en- 
forcing this rule when grown men entered the mine, and started 
to work without any previous experience. The idea of the framers 
in both instances was to prevent accidents through ignorance. But 
a number of mine-owners, or, at any rate, their agents, have tried 
to get over this difficulty by employing two workriKm who have 
not vsei’ved their apprenticeship to work together. In most cases 
wh(r(^ tliis has occurred the men conc(?rned have been foreigners. 
The. attention of His Majesty’s Tnspcictor of Mines was drawn to 
this breach, and whem h(‘ approachcal the colliery authorities witli 
th(^ view of having the matter remedied, they did not attempt 
to d(my tliat the praediee had been resorted to. On the con- 
trary, some of them pointed out in extenuation that whilst the 
“Mir}es Act” says that an unskilled workman caimot work 
alone, nevertheless it does not say that two unskilled workmen 
may not work alone. It is clear to me that in so doing ihi^y 
were guilty of a breach of the spirit, if not of the letter, of tlu? 
Act. I anticipate, howowa*, that this malt('r will l,)e remedi(‘d 
by the recently ajipointed Boyal Connnission on Min(\s. 

A point that has betm much discussed in mining circles in 
connection with this matter is wladher the alien or th(‘ Itriton 
is the belter miiKue I am a British miner mystdf arid may be 
prejudiced, but my own cxperienca^ certainly is that tlu^ Ihatoii 
is by far the better workman. Indeed, one mine agvnt of my 
acpuaintancc, when s|)oken to about giving undue [»ndVrence to 
foreigners, had the candour to admit lliat then' was no ns(‘. 
putting them into' bad placets because they would not he ahh^ 
to work th(mi. Hence the nativ(‘. miners hn'vc to work the 
worst places. Tlie truth of this criticism is borne out by othi.ra' 
whose ex))erience is mon'. vari('d tlian jriy own. It is but a 
short time since the miners of a cfudain Scottish c:o1li(‘ry wanted 
an incrc'asc on their rate. They alleged that witli the existing 
rate they were unable to earn the standard wage. When the. 
agent of the colliery was approached by a deputation of the 
UKui al)out the matter he pointed out that a large munbi'.r of 
those employed in the mine were foreigners, and he stated that 
they were not able to earn the same wage, given the same rate, 
as tlie British miner. 

The foreigners are accused, and very rightly too, of indulg- 
ing in a very bad habit of l>ribing petty and other mine officials 
in order to buy favour. In justice to them I should say that 
they did not inaugurate this practice, because, prior to their 
corning, the very same thing was done by native workmen, who 
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were and are still known as mining contractors. It is said that 
theSt 3 contractors sometimes earn morujy very easily, hut the'y 
are c^x|>octc(l to giv(i presents to the mine officials in return. 
This (wil is, 1 believe, less rampant to-day than it was a few 
years ago. And it is this pernicious practict?, formerly carried 
on by a few, which the foreigners are now employing in a more 
wholesale fashion. 

It is a common observation for the miner to make in con- 
versation that the foreigner has been the cause of reducing Ins 
wage'.. This to a great extent is true, because tli(^ vast majority 
of tlic Poles who have come to Scotland havi^, driftc'd into the 
mining industry. The problem of tlie distribution of labour, 
which the working jnincr has, as a rule, had little time or desire 
to consider, is being forced more and more iiix)n his notices But 
whilst knowing very little about the theory he ca,n g(merally 
explain very clearly tliat he has to imduce more now than he 
had formerly to do, and tliat his increased produce only enables 
him to earn the sanu! as before. And thus in his own w^ay he 
tells how the fresh labour coming into the counti7 is not being 
properly distributed. This is a very important though much 
neglected aspect of the Polish labour question. 

What I have here stabal is, I believe, a fairly accurate ac- 
count, from the miner’s point of vi(‘W, oi the advent of the 
foreigner into the Scottish mines. In passijig I have tried to 
giv(^ some idea of the alien’s characteristics as they have a^)- 
jaeared to me ; and in concluding I have just hinted at the 
economic efl‘ect*that his coming has had u|)qn the mining eoim 
inuuity of SeotVind. 

Pran('TS McLAuenLAN 


The Incidence of Import Dctirs. 

In the course of a r(3view of my book on “ Protective and 
Preferential Tariffs” in the March nuudaer of the Economic 
JocRNAL, Mr. Bickerdik(' raises an inten^stiiig theoretical ])oijit. 
In the book th(‘ following thesis was maintained. It was postu- 
lated that a given reveniK*, had to l)e colk'cted in respect of some 
commodity tliat was both ini])orted and produced at home. Two 
alternative plans of raising the revenue v/ere suggested- -first, a 
custovns duty alone ; secondly, a customs duty acconpaanied by 
a corresponding excise duty upon home production. Apart from 
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the divergent influence of these plans upon distribution, a com- 
parison between them involved two elements, (d) the direct 
gain and loss in respect of the taxed commodity itself, and (b) the 
indirect gain and loss in respect of other commodities. Under 
both these heads I argued - -and up to this point Mr. Bickerdike 
agrees with mo — that some effect would be produced alike by 
plan (T) and plan (2). But — my argument continued— the effect 
under head (a) is “ the chief element that has to be considered.” ^ 
^.rhat under head (5) involvc^s quantities of a low^er order of 
magnitude, and is, therefore, in general, outweiglied.^ This 
pro]X)sition the reviewer does not accept. “Mr. Bigou,” he 
writes, “seems to minimise unduly the indirect effect.’’^ 

1 do not pro])ose to follow Mr. Bickerdike’s reasoning in 
detail. A part of it seems to be directed, not so much to rebut 
my conclusions as to support conclusions on a different point 
which he has himself advanced elsewhere. T will only observe 
that the mathematical expression for the net advantage of trade, 
upon which lie relies, implicitly assunu's that a supply curve 
can 1)0 treated as equivalent to a. particular expenses curve. This, 
as Professor Marshall has pointed out, is not IcgitimaU^ in 
general, though it may lx; in certain special casi's.^ 

I am anxious, however, to argix; positively ratlxa’ IhaTi critic- 
ally, Mr. Bickerdike’s paper has suggested to nu' that tlu^ 
method of approximation employed in my book is more quess- 
tionable than I had supposed, and denjaTuls more careful in- 
V(;stigation. This I shall now attempt to su])ply. A starting- 
point is furnished by the accepted doctrine of consumers’ sur|)lus. 
If the cost of producing an article of home mamifacture is aug- 
mented, the amount of that article consunK;d in the country 
altered, and, as an indirect consequence, the amount of many 
other articl(;s consunKxl is in g(;neral altered also. Provided, how^- 
ever, that the demand or supply of tlie taxed article is not c,or- 
r(;lat(;d with that of other things, and that the (;xpendituri' divertcal 
from it to other things by tlu; tax is small relatively to the 
expenditure of the purchasc;rs, the effect in respect 
of these other things is of the si'cond ord(;r of small quantities, 
and may, therefore, be neglected. The alteration caused in 
tlu; marginal utility of money may also bo neglected. Hence; 
the total effect of the change is approximat(;ly equal to its effect 
on the money mciasure of the consumers’ and producers’ surplus 

1 ‘‘Protective and Preferential Tariffs,” p. 25. Jh. p, 30. 

Economic Journal, March 1907, p. 99. 

“ Principles of Economics,” p. 621 , n. 
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yielded by the taxed commodity itself, rurthermore, unless that 
commodity is one in the production of which land plays a con- 
siderable part, the effect on j>rodiicers’ 8ur|)lus may bo left out 
of account. These general propositions are not, I imagine, any 
longer op(m to serious dispute. If a formal proof is required, 
Signor Barone’s articles in the Giornale degii econornisti ” for 
September and November 1894 or Mr. Sang(ir’s summary of 
them in the Economic Journal of March 1895 may be cited. 

The situation is, however, essentially different when the com- 
modity whos(^ conditions of supply have altcnid is obtaincHl by 
importation from abroad. Tlie various commodities that foreign 
(‘ountries send to us are correlated on the side of supply. 
Eoreigners require our exports, and, to obtain them, send to us 
several sorts of imports. If it becomes less advantageous to 
them to send one sort, they may divert the main part of the 
energies set loose from that sort to making and sending other 
sorts. 

Those preliminary genoralitu^s in tliomselvc's present no diffi- 
culty. I proce(‘d at once, therefore, to a[)[)ly them to the par- 
ticular problem in hand, that, nanxdy, of determining the rela- 
tive inq)ortancc of the direct and the indirect effects produced 
by an import duty. I am not concerned with purely hyj)othetical 
cases. Of course, if a country’s imports consist of two sorts of 
things only in about equal amounts, the iiulireet effects in re- 
sj)ect of the othm*, due to the imposition of a tax on tlie one, are 
iji geiua-al far frojn negligible, Jdiey are in almost all cas(\s 
(ixcundingly im])hrta,Nt. Actual coufitrics, however, import not 
two sorts, l)ut ,many sorts, of commodities. TIui significant 
^jiiestion is how far and un.d(T what conditions this multiplicity 
ndlcwns us of the need of investigating indirect effects. 

If, after the change, the aggregate amount of foreign resources 
tliat are employ c‘d in the mamifa.cdaire of goods for exchange' with 
England is unaltered, it is evident that the resources devoted to 
making the exports that are not subj('ct(‘d to taxation will bo 
iucreased by an amount e(]ua,l to that by which those', ehwoted to 
the taxed export are diminished. If tlu^ fejreagu rt'soiirces em- 
ployed for* (3Xchango are diminisbed on the whole, those devoted 
to th(> non-taxed expoids are increased by an aanerunt less than 
that by which those devoted to the taxeul export are diminislied. 
If, finally, the foreign rese)urce:'s e^mployed for oxchajigc are 
increase^d on the whole, the opposih' result comes about. 

For the realisation of the last of these three cases, it is 
necessary tliat tJjf' foreign demand for English ('xports in 
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general should have an elasticity less than unity. As a matter 
of fact, however, since there are rival sources of supply in respect 
of nearly all our products, the foreign demand for our goods, so 
far from being inelastic in this way, is in the main exceedingly 
elastic. It is practically certain that to make it more difficult 
for foreigners to obtain our goods w^ould cause them to devote 
less, and not more, of their resources to the purchase of them. 

Hence, in practice, the imposition of a tax upon one sort 
of import would cause the foreign resources devoted to making 
otlier imports for England to increase by a smaller amount than 
that by which those devoted to making the taxed import dim- 
inished. 

Under these circumstances, if there are n imports, the con- 
ditions of demand for which in England and production of which 
abroad are respectively similar, England’s consumption of the 
taxed im}K)rt is likely in general to be diminished not less than 
(n - 1) times as much as her consumption of each of the others 
is increased.^ Sup 2 >ose that the decrease of consumj^tion in 
the one case is e(|ual to y, and the increase in each of the other 

cases to units. It is easily shown that the loss of con- 

sumers’ suri)lu8 due to the decrease of tlie one con)modity ap- 
proximat('S to while the increase in respect of ('.ach of th(‘ 

other imports approximates to j) H(‘nce, the decrease 

exceeds the aggregate increase in rc'spoct of all untaxed imports 
togettuT in the proportion of (n - 1) to 1. If, therefore, n is large, 
the latter may be neglected in comj)arison with ^ the formed. 

The two assumptions upon which this conclusion de|3erKh’s 
should be carefully noted. First, it is assumed that the con- 
ditions of production abroad of England’s n imports are similar. 
If the production of the taxed im})ort is much less (dastic than 

* This matter maybe expressed more clearly in mathematical Ir^nguago. 

Let Wj, W.J: . . . units of foreign resources, be devoted to making each of n 
imports for England : and let Wo > • . ho all equal. 

Let the number of units of each commodity that result from these resources bo 

fw^ . . . . , again all equal. 

When a tax is imposed on the importation of goods made from Wj, becomes 
Wi “ AWa : and W 2 and each of the other w^h increase by Aiv^. 

Thou the taxed import falls in quantity from fw^ to f{w^ — AWa), and each of the 
other imports increases from /Wj to f AWf,). 

Therefore, the decrease in the taxed import stands to the increase in each of the 
others in the ratio of Aw^i to AWb (approximately). 

But ex hypothesi AWa^{n- 1 ) Aw;*,. 

. % the decrease in the taxed product is more than {n — 1) times the increase in 
each of the others. 



1907] 


THE INCIDENCE OF IMPORT DUTIES 


293 


that of the other imjxirts, a given quantity of foreign work 
diverted to the manufacture of these imports will increase their 
(piaritity much more than it decreases the quantity of the import 
from whose mamifacturo it is withdrawn. In this case the 
(effect on consumer’s surfilus in respect of the untaxed imports 

will be much nion^ than -th part of that in res)>ect*of the 

taxed import, and cannot legitimately be neglected. 

Secondly, it is assumed that the conditions of demand in 
l^jngland for the n imports ai*e similar. If the demand for the 
taxed import is much more elastic than that for the other 
imports, a given charge in amount consumed will alter con- 
sumer’s surplus much loss than an equal change in respect of 
one of the other imports. In this case also the effect on con- 
sumer’s surplus in lespoct of the untaxed imports will be much 

more than of that in res|X3ct of the taxial import, 

and cannot legitimately bo neglected. 

The latter of thc^se two qualiTjcations seems at first sight 
to be of great practical significance in a problem wdiich centres 
about an import lax on a commodity which is also produced at 
hom(‘ ; for th(‘ demand for imports of such a commodity will 
in general be more elastic than tliat for other imports. This 
consideration would carry much wcught in a. country where only 
one im})ort('d commodity was also produced at home. In real 
life, however, th(‘ multiplicity of such imports can be shown, on 
the line of 1‘easoning pursiKul throughout this paper, to reduce 
it U) insignificance. 

^ Wt^ are thus left wuth the general proposition, a]>plicable 
to nweniu; and pioteetive duties alike, that, apart from excep- 
tional inelasticity of production or exceptional elasticity 
of demand, the indirect effects wdiich a tax upon one 
import prothiccs ii])on the consumer’s surplus derived from 
other imports is negligible in comparison with its effect 
upon the consumer’s surjdus derived from the taxed iinixirt 
itself. 

In the special case in wdiich the taxed import to England 
obeys the law of constant return,^ this proposition leads imme^ 
diately to the conclusion that the indirect effects in respect of the 
untaxed imports are negligible relatively to the efi'c ct in respect 
of the taxed import itself. For, in this case, the only effect in 

^ It skould be noticed that the supply curve of the taxed import can only be 
drawn as a simple price-amount function on condition that the prices of the other 
imports are temporarily taken as constants. 
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respect of the latter import is just the diminution of consumers* 
surplus. 

If, however, the taxed import obeys the law of increasing or 
diminishing return, thci total (dl'ecd- in rc^spect of that import 
involves, ])csides a loss of consumers* surplus on the consump- 
tion that is destroyed, a furtJier ('.fleet on the consumption that 
is maintained. Those who })uy the import hav(', to ])ay, in the 
one cas{' something beyond, in th(‘ other case sornetliing below, 
the sum that the Treasury receives. In the case of increasing 
return, the paymemt is additional. Therel'ort^, th(' total eflt'ct 
in respect of the taxed commodity is greater than the effect on 
the consumers’ surplus yielchal by it. It has already been 
shown, howc^ver, that the indirect effects in respc'ct of other com- 
modities can bt‘. ignored ndativedy to this latter ('flecd. n('nce, 
a fortiori, they can b(‘ ignonal n'latively to the total efl'ect in 
respect of the taxc'd commodity. 

In the case of diminishing ndurn, however, those who main- 
tain tludr consumption escape a. )>aymt‘nt. The total efliad in 
respect of the taxed commodity is, tlumd'ons ('qua I to tlie difl'ei'- 
ence between the advantage which accrues to them and the loss 
of consumers’ surplus. If th(^ higldy irudastic, this 

difference is almost certain to be greater than the loss of surj)lus : 
if the supply is highly elastic, it is not likely to fall short, of it 
by more than a small amount. In cc^rtaifi intermediah^ cases, 
however, with a tax of appropriate magnitiuh', tlu* difT('r('nce 
will be much smaller than the effect on surplus: in the limit, of 
course, it become’s equal to z(ux). In these cases tlu*. indirect 
effects in respect of the untaxed im])orts are ndt negligibfl' ix'la- 
tively to the total offi'ct in respecd of th(‘ tax('d import. 

Hence, it is tnu' tliat casc's can b(‘ found to which th(‘ nu'thod 
of approximation suggested in my book would not be appropriate. 
That qualification ought to have been set dowm. The mtdhod is 
valid, not universally, but gem'rally. It generally yields an 
adequate measure of the effects of a small customs duty upon a 
single import. Hence it is generally legitimate to make use of 
it in comparing the effect of such a duty with those of a customs 
plus excise duty designed to yield the same i-evenue. 

A. C. Pidou 
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Eecent Official Papers. 

Report on the Trade m Imports and Exports at Irish Ports 
during the Year 1904. 3237.] 190G, 

The task of ascertaining the amount of the external trade of 
Ireland is beset with serious difficulties. Since the establishment 
of (:omp]et(i free trade with Great Britain the i-ecords of the cross- 
Channel trade wciv no longer needed; but as both the exports 
of Irish goods to foreign countries and the foreign products used 
in Ireland passcal largely through English ports, it becaiiK'. impos- 
sibl(^ to give the usual official statements that can be furnished for 
any separate customs ama. Various attempts at estimating the 
Ii'ish imj)orts and exports were made, the most important being 
that p]’(\sent(‘d to the Einancial Eekitions Commission by Sir It. 
Giffen, which j)ut the hgm*es for 1893 at .120,054,000 for imports, 
.'£25,571,000 for exports, a total of nearly £15,630,000. Those 
who had caia fully studic'd th(5 economic conditions of the country 
regardc'd this estimate as much too rnoderale. It, however, was 
used by Lord Weli>y and his co-signatories m their comparison 
with Ikdgium, v\Iiich had a foreign trade of :£H7,000,000 (Final 
Report, p. 19), and it assisted in the calculation of the relative 
taxable caf)acity of Ireland (ib. p. 39). The present Eeport, 
which is the work of the statistical! branch of the Department of 
Agriculture and Technical Instruction, and is the result of careful 
and prolonged iiuluiries, yields a strikingly diUVrent result. The 
imiK)rts for 1901 ^ire ('stiraated as reaching at least £55,148,206; 
while the ex[K)rts are .£'16,606,432. To these totals it is said that 
I3 ,000,000 may perhaps be added, bringing the total external 
trade to £105,000,000. Thus the imports (assuming that there is 
no decided dillerence betwr^en 1893 and 1901) exceed Sir E. 
Gilfen’s estimate by 175 per cent., and the exports show an excess 
of 80 per cent. Equally remarkable is the diirerence in the rela- 
tion between the two sides of the trade account. The estimate 
for 1893 shows an excess of exports of £5,520,000 ; that of the 
present Eeport brings out an excess of imports of £8,541,774. It 
is highly probable that the belief in a large absentee drain inflm 
enced the compilation of Sir E. Gilfen’s statement. The later 
figures suggest a reconsideration of the accepted view^s as to the 
credit relations of Ii'eland with the outside world. Eemittances 
from Irish emigrants and investments by Irish people outside 
their ovvn country are probably larger, the paymemts to absentees 
smaller, than is usually believed. It may also be that further 
No. 66.— VOL. XVII. Y 
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inquiries over a series of years will yield different results. Mr. 
Adams, to whose care and skill the Eeport owes much, p6ints 
out that the real balance of trade cannot as yet be stated with cer-i 
tainty. He also exjdaius that the relation between the external 
and the home trade of a country is not fixed. He holds that it is 
“ certain that in proportion to its total production the import and 
export trade of Ireland is high ” (p. 16), but that this in itself is 
no evidence of prosperity or the reverse. 

The detailed tables are full of instructive facts as to the char- 
acter and extcuit of Irish production and consumption. The in- 
signiticant export of ale and import of porter, and the large 
import and export of those articles respectively, is an example. 
Perhaps in succeeding issues of this Ee]^^K)rt the re-exports may 
receive separate treatment. In this issue Ireland appears as an 
exporter of cocoa (18, 7911b.), coffee (10, 5281b.), raw cotton 
(412,010cwt.), and tea (281,4561b.). A first attempt at a statis- 
tical inquiry of a kind new in its practical methods could hardly 
meet all sued) complications. 

C. F. Bastablb' 

Alcoholic Beverages, 1905 — Hotisc of Coynnions (1900), 401. 

This is the sixth number of a series si lowing the production, 
export or import, and consumption per head of wine, beer, 
and spirits for the United Kingdom, the self-governing Colonies, 
and foreign countries. France takes the lead in the production 
of wine, Germany in that of beer, Eussia in that of spirits. The 
consumption per head docs not follow the same order. 


Tee Indian Excise Committee of 1905-1906. [C^. 3327.] 

The Eeport of the Indian Excise Committee ia well worth 
perusal by all who take an interest in the regulation of the trade 
in spirits and other harmful commodities. 

The Eeport describes the various systems of excise existing 
in British India, and criticises them in detail. The “ outstill 
system is that under which the right of manufacture and sale of 
spirits at a specified shop or set of shops is sold by auction, and 
little or no further control is exercised by Government. This 
is an obviously bad system, for there is no check on the quality 
or quantity of the sales. The areas under the “ outstill ’’ system 
are, however, being rapidly reduced, and it will shortly be con- 
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fined to those backward and undeveloped tracts where clbse 
supervision is impossible. 

Under the “ Sadar Distillery’’ system individual distillers 
are allowed to rnanufactuie spirits within a Government build- 
ing ; the spirits so made are brought up to definite standards of 
strength under official supervision, and the distillers are then 
allowed to issue it to licensed vendors on paynlent of a fixed 
duty per gallon. The committee maintain that manufacture by 
small and ignorant distillers is wasteful, that the quality of the 
spirit so ])roduced is poor, and that opportunities for fraud are 
numerous. 

d’he Contract Supply ” system of Madras, as worked there 
since 1901, has now been adopted as a model for reform in 
Bengal and the Central Provinces. I'lider this system the mono- 
[)oly of supply in a district or other selected area is given out 
on contract, the contractor issui]ig his spirit at the rate of excise 
duty in force, and su|)plying vendors at a fixed rate, determined 
by tender o\m* and above this duty, wdnlc the right of vend is 
generally disposed of by auction for each shop> sanctioned. 

In seeking for an ideal system of excise for India it must 
be remembered that the size and geographical conditions of the 
country and the undeveloped condition of society render impos- 
sibki that strict supervision which may be expected in England. 
The development of illicit distillation is an ever-present danger, 
and on this account the price of spirits must not be allowed to 
rise to a height which will encourage such practices. 

A modified form of tlie English system ol free supply was 
tried in Madras* and with still greater modifications in the 
ihuijab, but it was found in both cases that combinations were 
formed amongst the distillers, and that the price of spirits was 
thereby raised to an undesirable height. With a view to ob- 
taining a supply of good spirits at a reasonable price the com- 
mittee recommend the adoption of the Madras systcan of “Con- 
tract Supply.” Another j)oint of much importance discussed in 
this report is the question of retail licenses. Up to the present 
the usual plan has been to auction each shop annually. The 
greater part of the surplus profits of the business are probably 
secured to Government under this scheme, but it has many dis- 
advantages. The excitement of auctions is apt to produce exces- 
sive bids, and subsequent disorganisation of the trade. The 
speculative character of the investment deters those respectable 
men whose presence it is most desirable to secure. The com- 
mittee advocate the abolition of the system, and suggest a plan 

Y 2 
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undei' which the issues to each shop for a series of years should 
be ascertained and the average incidence per gallon of the license 
fees worked out ; if a considerable portion of it is common to 
the whole district that portion should be added to the duty ; the 
remainder would vary with the conditions of the shops, such as 
their sHuatjon, dc. ; tlie shops should be grouped wdth reference 
to these conditions, and a rate of surcharg(‘ per gallon based on 
the incid(UK‘e of tlu' license fees should bo worked out for each 
group. Jn the annual juvisioii of settlements consumption 
would be the oidy guide to an incr(‘-as(' of taxation ; a general 
rise would indicate a need for increase' of duty, wdnlst a rise at 
any particular sho]) could be met by an increase iii the surcharge 
for that shop. In tliis way license fees would be reduced to 
their }>roper position as a minor item in excise receipts. 

The coinmittee say little as to any increase in consumption 
of spirits in India during ])ast years, but the present consump- 
tion is extreinely small. According to the Financial Mernbc'r 
of Council the average consumption of sjiirits in “distillery” 
areas was 4’()G gallons per 100. A consumption of live gallons 
L.r. per hundred of the poiiulation means that every wurnan 
and child would be a tota.l abstainer, and tliat every adult male 
over the age of twenty would be able to have a small glass of 
whisky once in three w'eeks. 

D. A. B, 

The BnUetin of the Bureau of Labour, Washington, 

The March number continues the record of whok'sale prices. 
The average pri(*n-level, based on 258 commodities for 1906, 
was 5’6 per cent, higher than for 1905; 22’4 ])cr cent, higher 
than the average for the decade 3.890-99. 


Statistical B.ecord of the Progress of the IJyiitcd^ States, 1906. 

(Bureau of Statistics, Washington.) 

A COMPILATION of figures, all showing continuous growth 
except for area and debt, and certain ratios, c.g., tiie }x.*rcentage 
of imports into the United States from Europe. [For the last 
twenty-five years the medium of the percentages is 53*35, the 
extremes 45*05 and 57*14, tlic probable deviation about 2.] 


Bulletin No, 69 of the United States Census Bureau, 

A REPORT on child labour, which prevails most in the Southern 
States. 
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Obituaey. 

John Kells Ingram. 

Almost all the Muses might weep for the many-gifted Ingram. 
Of tlie various talents which he combined, tlie jx)etic. faculty 
most excites our admiration. The patriotic song which he dashed 
off in the heat of youth deserves its world-wide celebrity ; and of 
his maturer thoughts on philosophy and religion, those appear 
most prc'.cious which are expressed in the forms of poetry. 
Classical verse comiX)sition and literary taste in all its manifesta- 
tions were fostered by his example and teaching at Trinity^ College, 
.Dublin. He occupied with equal distinction tlu' Chair of English 
Literature and the Chair of Greek successively, in the course 
of a long academic career. His brilliant services to the College 
lasted from 1846, when he was elected Fellow at the early age 
of twenty-three, on to, and for a year or two after, 1898, when 
ho became Vice-Provost. Whom he had resigned academic work, 
he cotitinued, with freed energy, to indite and wiate. The golden 
volume of his Sounds was issiu'd in 1900. There were other 
displays of his literary ])ower before the end, which came last 
May. 

The efficacy of literary form to enhanet! the va.1ue of know- 
ledge is conspicuous in Ingram’s ticonomie wiltings. It is not 
surprising that his History of Polittcal Idmnomy sliould have 
been translated into the princi]>al languages of the civilised world 
— nine, if we remember rightly, including Ja[)‘«inese. The history 
first appeared a i an article — on Political Economy — in the ninth 
^edition of the Encyclopaalia Pritaniiica. There have been 
incorporated into the history, or should he read along with it, 
several articles on eminent economists — Adam Smith, Ricardo, 
and others, l^jxcejdion may he takeii, we thiidv, to many of tlie 
judgments passcal on men and methods; for instance, when it 
is said wdth reference to iticardo’s doctrines, “it may well be 
doubted whether it is not hcitter to discard them altogether, 
and begin, as we end, with an historical method.” But even 
those who resent this vein of scepticism derive profit and pleasure 
from the narrative ; as Churchmen have admired the lucidity 
of Gibbon’s chapters on the history of doctrine. 

Those who denounce the inordinate use of deduction in 
economics are commonly open to the imi)utation of condemning 
“ sins, they have no mind to.” But Ingram delighted in the exer- 
cise of pure reasoning. Like many among the mighty ones of old 
at Trinity College, Dublin — like Graves and Salmon and Rowan 
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Hamilton — lie combined pursuits elsewhere almost irreconcilable, 
literature and the higher mathematics. Salmon, in his Hifjher 
Plane Curves,^ makes honourable mention of Ingram’s contribu- 
tions to that branch of mathematics. The great Macculagh is 
said to have grudged Ingram to letters. The still greater Hamil- 
ton, as .appears in liis published correspondence, used to submit 
his inathematicnl thoughts to Ingram. One of Ingram’s sur- 
viving coll('agues recollects his having said, ‘‘Nothing has ever 
been to me such a source of intellectual pleasure as })ure geo- 
metry.” 

Such being his scientific tastes and talents, it is romarkable 
that Ingram should have belittled the use of mathematics in 
economic reasoning. A sweeping condemnation of that method 
is contained in his remarks on Cournot and Jevons. Nor is it 
meant as a compliment to Eicardo when he says, “ Nature in- 
tended him rather for a mathematician of the second order than 
for a social philosopher.” The “abusive preponderance of deduc- 
tion ” is denounced with equal severity in the forcible address 
which Ingram delivered to the Economic Section of the British 
Association in 1878. 

The paradox of Ingram’s hostility to the mathematical, and 
more generally tlie deductive, method in {TX)nomics is (explained 
by his devotion to the philosophy of Comic, Comte, who would 
not allow to physicists their hypothesis of other, who regarded 
“the accepted notions of modern algebraists upon the measure- 
ments of probabilities” as more “hollow” and “absurd” than 
” the idlest discussions of rnediawal schoolmen,” consistently de- 
nounced abstract reasoning about human alfairb as mere meta- 
physics. The view of Comte was naturally adopted by one who/^r 
in his deference to the founder of Positivism deserves to be con- 
sidered as 

“ addictus jura, re in verba magistri.” 

We may well describe the ndation of Comte to his follower by 
the term “ master,” for Ingram himself repeatedly employs the 
word. We refer especially to the remarkable series of sonnets 
in which he celebrates the “ Eeligion of Humanity.” Whatever 
the intellectual influence of that faith, it certainly brought 
forth beautiful fruits of the spirit in the domestic life of Ingram. 

His later years appear to have been devoted to the exposition 
of Comte’s doctrines. Positivist homilies or paraphrases flowed 
from bis pen in quick succession : Outlines of the History of 
Religion (1900), in which he first avowed his adhesion to Posi- 
tivism ; from the Letters of Auguste Cowrite (1901); 

^ Pp. 240, 243, Cd. I. 
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But the fidelity with which Ingram followed in the 
steps of “ the Master ” did not again lead him into the slippery 
paths of economic controversy. Perhaps ho .recognised that 
censures deserved by the generations immediately following Adam 
Smith wc're not appropriate to the present era. He himself has 
expressed a sense of the change in his preface to Prof. Ely's 
Introduction to Political Econonnj (1891) : — “ A more humane 
and gonial spirit has taken the place of the old dryness and 
hardness which once repelled so many of the best minds from 
the study of economics." He accepted a place on the Council 
of the British Economic Association, and did not rebel against 
the sort of Pax Britannica w’hich its leading members have main- 
tained wdtli resjK3ct to controversies about economic method. All 
that was worth lighting for might seem to Ingram to have been 
won wlien in a treatise commanding the universal assent of the 
rising generation it was taught that there is no scope in economics 
for long chains of reasoning, that some of 'Ricardo’s conclusions 
are liable to l)e dangerously misapplied, that the work which the 
Germans and their fellow-workers in other countries have done 
in tracing and explaining the history of economic institutions 
is one of the great achievements of our age.^ To have presented 
the wa)rk of the Germans in an English form was one of Ingram’s 
great achievements. His economic mission, was accomplished. 
If not through# him principally, yet not wdthoiit aid from his 
eloquence, the world had been " wnought 

To sympathy with fears and hopes it heeded not.” 

F. Y. E. 


City Notes. 

We have received the following notes from ” E. G.” : — 

The Mo7icy Market . — At the time of last writing, just before 
March 1st, the money market was under the influence of the 
reduction of the Bank rate, and feeling some relief from the 
strain of 6 per cent, which had been required to carry the City 
through the winter. The trouble in the market, however, has 
proved very enduring, in spite of the continued reduction of tjio 

^ See Principles of Economics, od. 4, pp. 70, 92, 101, ct passim. 
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Bank rate, till finally 4 per cent, was reached on April 25th. 
At' the very time reductions were being made, signs of si^ress 
and strain were visible. The Bank Reserve failed to increase 
at all rapidly, while accounts of shortness of cash and difhcnlties 
in obtaining credit continued to be received from Berlin, Paris, 
and New York — all the great centres, as well as Tjondon, ap- 
pearing to suffer from s(Tious malaise. This condition of things 
has been fully reflected on the Stock Exchanges everywhere. 
The aggregate fall in securities has mad(i further progress, and 
amounts now to about T 100 ,000 ,000 in the representiitive securi- 
tic^s quoted monthly in the “Bankers’ Magazine” since the 
beginning of the year, while it is even greater probably in the 
innumerable securities in America and on the ContiiKuit not 
appearing in that list. There is much gloom accordingly every- 
whtu’e, in spite of the lower bank rates for the moment; and 
apparently some great change must occur before the*, money and 
stock markets will bc^ really easy. Tnisiness remains active, and 
imports and exports continue to inen^ase by leaps and bounds, 
but with the money market in its present condition there is a 
general feeling of discomfort throughout the business world. 


A Uisc in Wheat. — To add to ih(‘ appreliensiveness of the 
hour, there has betn a rather sharp ris(‘ last month in the ])rice 
of wheat, consequent, it is all(gn)d, on a remarkable shortage of 
crops throughout the' wheat-growing area, to which the attention 
of s[)eculators has be(;n drawn as the close of the harvest year 
approaches. From the United Btades, from Russia, from Ron- 
mania, from Ilungary, and other quarters, identical reports 
come. Almost the only ('^xceptions to the accounts of shortage 
are our own country and Canada, where the total production, 
however, is as yet too small to affect the balance sensibly. The 
rise up to date has been about 5s. or 6,s\ per quarter, and the 
corresponding viso in the price of the 41b. loaf not more than 
^(L ; but the change is siiflicient already to be felt somewhat by 
the working classes, and the general j)osition is such that sp('cula“ 
tors confidently ariticif)ate a fnrtlKU' advance. Ahsit omen. Still, 
the world has l)een so long accustomed to cheap wheat and cheap 
bread as to make tlie first indications of a change to a different 
level deserving of the utmost attention. Wheat under 40^. 
remains at what everybody would have thought a low figure 
thirty and forty years ago, and tluj rise may be in part nominal 
only, corresponding to an advance in raw materials and wages 
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which is very general, as we have noticed from time to time in 
thes^ notes, and may not be unconnected with the renewed 
phenamenon of a depreciation in gold ; but whatever the causes 
or explanations, a rise in wheat has always a very special econ- 
( inic interest. 


The Bttdgei. — Mr. x^squith’s statements and proposals, as we 
aaiticipatod when last writing, have not been at all sensational 
jis far as reductions of taxation are concerned, his surplus, though 
a seaisible one, by no means permitting sensational changes in 
these days when a small dilFerence of rate affects the yield of the 
taxes so much. It would be out of place in these notes to 
criticise the budget generally, with its preparation for a system 
of old age pensions, though no actual beginning of a scheme; 
its recognition of the income tax at a high v\xic as a permanent 
paa't ol our tax system ; its enormous — and as it is thought in 
the City, excessivc-’—provision for the redemption of debt; and 
its ext(‘nsion of the limit up to which abatements of the income 
tax may be made to i'dlHK), with a spe.'cial reduction from 1.9. 
to 9(1. on such incomers, tlie ouly sensible remission of taxation 
giv(.in by the budget. W(‘ may say, ho wove]’, in these notes 
that tlie (hty as a. \^'hole fully endorses two opinions we have 
often ex|)resse{| on budget matters -tl) Tlie ineonu' tax ought 
not to be eontiniK'd at a. higli rate in time of peace', even with 
th(^ rnodilkaition as to income's iiiulcr Td.OOO to s\vee't('n it. The 
use of tlu'. income tax as a Hnaaicial res(*rvx' ought never to be 
lost siglit of. Ivathcr than continue a Jiigh huajine tax in time 
of pe:ic(', the* wlfole.' tax syste'in should be can/fully revised. (2) 
jriie inaintenaiKX' of the ineX)me tax at a liigli rat<' in order to 
reeffu'Ui ihci del)t is especially unwise. Income tax payers are 
the^ thrifty who invest in seeairitie^s, and to tax tluan to enable 
th(‘ Government to buy up consols is merely to elivert money 
from ow> channel of iuvestnunit to anotlun*. As the result, the 
Government gains nothing, but probably rather loses in the 
price at which it can bornAV, whilt*- the income tax jiaycrs — the 
goose that lays the golden eggs ” — are impoverished. The prin* 
eiple of debt reduction within moderate limits is, of course, a 
sound one, but in apfdying T15, 000,000 in one year for that 
purpose' with the income, tax at Lv., Mr. Asquith seems to have 
gone bi'yond the limits of moderation. And yet consols do not 
rise! E. G. 
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Current Topics. 

The rresid(uit of the Board of Trade has appointed a general 
committee to advise him upon the lines upon which the in- 
formation required for the forthcoming census of production 
shall he obtained. Among the members of tlie committee are 
Lord Allertori, Lord Avebury, The Right Hon. Clias. Booth, 
Sir Hugh Bell, Mr. Henry Birchenougl'i , Sir Robert GilTen, 
Professor Chapman, and Mr. Sidney Webb. Other committees 
are bcn'ng appointed to consider the special requirements of 
particular trades. 


A DEPUTATION Waited upon the PriiiK' Minister on March 5th 
to urge the neces.sity of a national anthroponirtric survey. Mr. 
R. C. Lehmann, in introducing tlu' deputation, said that the 
sum required would be from .£ 4^(){)0 T5,000. ddie Prime 

Minister, in his re|)ly, stated that could not go beyond the 
answer which was usual at such a stage of the proca^edings : 
that the Government would give th(‘ proposal theii’ careful 
•consideration. 

The organisers of the “Internationa] Visits” which have 
now continued for fiv(^ years have S(dected Norway for their 
operations this year. The obj(xd'. of the entc!r[>rise is to give 
people of diir(^rent nationalities an o))|Kirtunity of hairning some- 
thing of each other’s life and customs. For this ])urpose visits 
are made to the most characteristic institutions of each country. 
At the same time, lectures are giv(m in IGiglish on the chief 
features of the country, its history and G(}vernment. The lec- 
turers are cither themselves among the haulers of the different 
movements, or else, as teachers and officials, have practical 
acquaintance with the institutions which tliey (‘xplain. The 
visits arc not “ conducted tours.” As the visitors come from all 
parts of Gn'at Britain and Ireland, it is not conveniimt for them 
to travel by the same route. ]jut, whtuv f)ossible, naluctions 
on the ordinary fares an; obtained. Reductions have also been 
secured at hotels which can be recommended in the neighbour- 
hood of the lecture hall. The. visit this year is arranged to 
extend from August I9th to August 30th. Further information 
may be obtained from tlie Honorary Secretary, Miss ¥, M. 
Butlin, Old Ileadington, Oxford. 
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The British Association for the Advancement of Science 
meel^s this year at Leicester from July 31st to August 6th. 
Sectional presidents will deliver their addresses on the morning 
of August 1st. The officials of Section F (Economic Science 
and Statistics) are: — President: Prof. W. J. Ashley; Vice- 
Presidents : Dr. James Bonar and Prof. F. Y. Edgeworth ; 
Secretaries: Prof. S. J. Chapman (Recorder), Mr. H. 0. Mere- 
dith, Mr. D. H. Maegregor, and Mr. T. S. Taylor. The chief 
subjects for discussion will bo the encouragement of agriculture, 
co-o]>eration, trusts, Australian labour legislation, and German 
Colonial ix)licy. On the last-named subject Prof. Ernst von 
Halle (Berlin) will read a paper. Agriculture is to be dealt with 
by the Bight Hon. Jesse Collings, Sir Horace Plunkett, Mr. 
Yerburgh, and Prof. Kirkaldy. Prof. Carver will also contribute 
a pap(U’ on the same day. The dfect of Australian labour legis- 
lation is to be treated by the Hon. R. B. Wise and Mr. J. 
Ramsay Macdonald. The readers on co-operation will be Mr. 
Tweddell (vica'-chairrnan of the Co-o])erative Wholesale Society), 
Mr. Arnos Mann, and Mr. Fay, and on trusts Mr. Macrosty 
and Mr. Maegregor. One or two other papers, which have not 
yet been definitely fixed, will also figure in the jirogramme. 



RECENT PERIODICALS AND NEAV BOOKS. 


Journal of the Statistical Society, 

Makcii, 1907. Correlation of the Weather and Crops. Iv. H. Hookek. 
Th('- use of Mr. Yule’s “ coetfieicuit of double correhitiou ” brings 
out eorrebition of various croj)S with the weather in preceding 
seasons. Statistics of Froduction and the Censvs of Production 
Act. (1. UuNv Yule. On the Ficpreseniatiioi of Staiislicud Fre- 
quency by a Series. F. Y. Edgewoltii. Prices of Commodities 
in 1906. A. Sauerbeck. The total index nunjber for forty-five 
eoniinodities has risen from 72 in 1905 to 77 in 1901). 


The Economic Review. 

April, 1907. First Impressions of India. Hkw J. Charter. Irnmi- 
yraiion and. Transmigration. N. B. Dkaht.e. Tj'Abbe Ramhaut. 
Elisabeth Kaikks. Vnemphrynient. — 1. A. Mercer. Infant 

Mortality. L. A. McCracken. 

The NmelcentJi. Century. 

March, 1907, What shall me do irllh ovr Land C Lady Saltoun. 

May. The Firmness of Consols. 11. Withers, 

Fortnightly Review. 

April, 1907. The Rights and Wrongs of Socialism. A. Wagner. 
'the eonimujiis opinio doctor urn condemns the dialectic of Marx. 
“ i)efect‘b assumptions, sophisms, pGiitioncs principii abound, 
more especially ... in the theory of value and surplus- value . . . 
To me this entire doctrine is one great sophism. ” Yet Socialism 
has probed — while it has exaggerated — the wounds of the body 
politic. Modern academic political economy in Germany oc- 
cupies a mediatory position between econorriici Individualism 
and Socialism.” 

May. The Income Tax. Benjamin Taylor. 


Contemporary Review. 

March, 1907. The Stock Exchange and the Puhlie. Edgar Cram- 
MOND, Beforms in the constitution of the liondon Stock Ex* 
change are suggested. 
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Apbil- The Investments of the Masses. Jesse Quail. There were 
nearly 700 millions of capital at the credit of wage-earners' 
accounts in 1904. 


The National Review. 

April, 1007. Time and the Contract. J. L. G.-vrvin, A plea for 
preierenco. 

Some Reflections on the Coming Conference. Viscount Milner. 
Preferouiial trade is incidentally advocated. 

The Albany Review {loith which is incorporated The Independent 

Review). 

March, 1907. The Land Question in a, Country Parish. E. Car- 
penter. The economic conditions of a particular parish are de- 
scribed in detail, with unfavoural)le reflections on the landed 
interest, and suggestions for reform. 

April. Small Holdings and Land Taxation. Erik Givskov. 

Edinburgh Review. 

April, 1907. Colonial Preferential Tariff. The preference given by 
Canada and that offered by Australia, tested by statistics, are 
found nugatory. 

The Quarterly Review. 

April, 1907. The Income Tax. B. Taylor. 


The Quarterly Journal of Economics (Boston). 

February, 1907. The Taxation of Corporations in Massachusetts. 
C. J. Bullock. A description of the law and its w'orking is 
followed by a critical estimate of its results.* Capital and Interest 
Once More. *A Relapse into the Productivity Theory, E. Bohm- 
Bawerk. Constant and Variable Railroad Expenditures and 
the Distance Tariff. M. O. Lorenz. The Socialist Economics 
of Karl Marx and his Folloirers. — 11. T. Vehlen, Labour 
Organisation and Labour Politics. J. R. Commons. 

. Political Science Quarterly (New York). 

The Alien Contract Labour Law. S. P. Orth. The Variability of 
Wages, 11. L. Moore. InJIalion and Prices. Ernest 
How^ard. The Concentration of German Banking. H. A. 
Schumacher. 

American Academy of Political and Social Science (Philadelphia). 

January, 1907. This number consists almost entirely of a series of 
communications upon the important question of child labour and 
legislation. Some of the communications are by experts and 
students, and are of great interest. .A vivid picture is given of 
the extent to which child labour still prevails in the United 
States, of the awakening of public sympathy, and of the obstacles 
opposed to reform. The first article deals mainly with the 
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obstacle of the parents' poverty, and shows that this is not of such 
' magnitude that it cannot be easily met by a system of scholar- 
ships or of charitable relief. Another deals with the difficulty 
of enforcing tlie law against the opposition of powerful employers, 
and the need of raising the status of the inspector and giving 
him greater security and independence. The present aim of the 
reformers appears to be that labour legislation should become a 
national iiffair, and for that purpose there has been intro- 
duced a bill' which ‘‘ provides that the carriers of interstate com- 
merce, the railroads, and the steamboat lines, shall not transport 
the produc,ts of any factory or mine that employs or permits the 
labor of children under fourteen years of age. It provides for 
any oflicc'r of a factory or mine, wdio violates that Act, the 
punislnrnnit of a money fine and a sentence in the penitentiary. " 
Tile supplement consists of a handbook containing schedules of 
existing statutes and the standard child labour law, embodying 
th(^ best ])rovisionB of the most effective measures now in force. 

[H. B. j 


Revue (V Economie Politique (Paris). 

Mahcu, 1907. La progresHion des Groves en France ct sa Valcur 
syniptomatique . Chakles Kist. Lcs castes et la vie econo- 
m i q u a. G . 11 o u g h k . 

April. Morale ct Sociologie. I). Paroti. Les castes ct la vie econo- 
rnique (suite et lin). C. Pougle. 


Journal dcs Economistes (Paris). 

March, 1907. Theorie de Vevolution. G. ok Moljnaiu. Lc rachat 
des cliemins de far. G. de Nouvion. ILinipot snr lc revenu et 
liberte individuclle. A. Hevillon. 

April. Jjcitrcs medites de Du Font dc Nemnurs an Cofnte Chrep- 
iowicz. G. ScHELLE. Theorie de revolution. G. de Molinari. 


Revue Economique intcrnationale (Brussels). 

Unable to mention all the papers of this monthly, we notice one 

in each number. 

March, 1907. Dc la repartition du revenu. E. Philippovich. The 
new, unlike the classical, Political Economy calls for State in- 
tervention to make the distribution of income equitable. 

April. he regime commercAal de V Europe ct les Fdats-JJnis 
d' Amerique . A. von Matlekovitz. Europe, without England 
and France, is powerless to resist the commercial supremacy 
of America. 

May. Force motrice technique. Prof. D. Ballod. Statistics of 
mechanical power, actual in engines, or potential in natural 
sources. 

The Revue dxi Christianisme Sociale (Paris) contains an interesting 
article on Le devoir de Vimpot, by Professor Gide. Explaining 
the evasion of taxes and the emigration of capital by the feeling 
of the rich that they are now in France practically unrepre- 
sented, the writer treats the payment of taxes as a duty rather 
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than a debt, and favours a t^x on income based on the simple 
declaration of the party. 


Jalirbilcher fur Nationalokonomie (Jena). 

January, 1907. 1st die Grvndrcnte in dcr Peripherie der Stadt eine 
“ allgemeine Monopolrente F. Pabst. The higher ground rent 
in the outskirts of growing cities is not due to monopoly. Der 
Berliner Getreidehandel unter dern deutschen Bdrsengesetz. 
H. Kuesch. 

February. Der Berliner Getreidehandel unter deni deutschen Borsen- 
gesciz. H. Ruescu. ContinLied and concluded. 

Mar(UI. Statistik der Bevolkerungshcieegung im deutschen Reich. 
Dr. Karl Seutemann. Zur Metliode der Wirtschaftswissen- 
scJiaft hei D. Ricardo. F. Lifschitz. Die heuiige ameri- 

kanischc Trusifonn und ihre Anivendbarkcit in Deutschland. 
R. Liefmann. 

April. Die Bohni-Bawerkschc Kapitahinstheoric. Sciuposchinoff. 
Unizersirunnnerungen. F. Zimmermann. Die preussische 
BparkasscngeHctzcntwurf. F. Zahn. 


Archw fur Sozialwisscnschaft und Sozialpolitik (Tiibingen). 

JBand XXIV., Heft 2. Arheiterhewegung und Arhciterpolitik in 
Australasien von 1890 his 1905. Katiie Lux. 

Heft 3. Zur Lage der KcUncrinnen im Grossherzogtum Baden. 
Dr. Heinrich Peter. A study on waitresses. Kellnerinnen- 
elend. Camilla Jellinck. The grievances of waitresses. 


Jahrbuch filr Gesetzgebung, . . . (Jena.) 

1907. Heft 2, Das Rentenprinzip in dcr VerteilungslGhre . — II. 
J. Schumpeter. The concept of rent as a dift’erontial gain is con- 
sidered in relation to the law of decreasing returns, the rent of 
land, J. B. Clark’s, and other theories. 

Giornale degli Econoinisti (Rome). 

February, 1907. La rilevazionc delV andamento del mcrcato del 
lavoro. R. Baciti. Methods of interpreting the course of the 
labour market. TJuc recenti libri sul Conimercio interna zionale . 
A. Graziani. Referring to the treatise of L. Fontana-Russo and 
that of G. F. Gerbino. 

klARcn. 1 laiwratori della terra in Provincia di Bari. G. Ragone. 

April. Metodi per la rilevazionc del mcrcato del lavoro. H. Bachi. 
Continued from February. 11 problcina dcllc assicurazioni 
operaie in Italia. T. Bagni. 


La Riforma Socialc (Turin). 

April, 1907. La detcrniinazione della durata della generazione e 
il calcolo della richezza privata di un pacse. F. ColetTI. 

May. Sulla disoccupazione operaia. A. Graziani. L'imposta sulle 
a.ree fabbricafuli e il iiuovo projeito di legge per Roma. A. 
Geisser. The hasty imposition of taxes on building land is com- 
bated by arguments of much tlicoretical interest. 
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NEW BOOKS. 

Aldous (H. G.). Tlu! Taxation of the Liquor Traffic. A portion of 
Chapter IV. of Messrs. Rowntree and ShorweU’s book critically exa- 
mined. ^ London : Review Press. 1907. Pp. 25. 

[The statist! c.s n,T?d argumonts of Messrs. Rowntree and Sborwell are unmercifully 
criticised; and it is concluded “that those authors, full of enmity to the Liquor 
Trade, wish lluit trade lo bo taxed to breaking point, if not out of existejico ; and 
that in thoir ondeavour to show tiiat the Trade is capable of bearing considerable 
taxation, they have not liesitatod to garble, ignore, and suppress facts which, go to 
prove the contrary.”] 

Artjfj^x and Opifkx. Causes of in a British Industry. 

Loiidon ; Longmans. 1907. 8vo. Is. 6d. net. 

Black. (CrJhMFXTiNA). Sweated Industry and the Minimum 
Wage. With an introduction by A. (L Gardiner. .London ; Duck- 
worth. 1907. Pp. xxiv + 281. 

Bahbouh (Jamfs S.). a History of William Paterson and the 
Darien Company. Edinburgh : Blackwood. Pp. 284. 

Blaih (M.). Paisley Thread Industry and the Alen who Created 
and Developed it. With Notes concerning Paisley, Old and New. 
London : A. Gardner. 1907. Pp. 20(). 6,s‘. net. 

Daniels (Prof. W. M.). Economic Causes as A:ffecting the Poli- 
ti(Rxl History of the United States. Ediidxurgh. 1907. Pp. 14. 
[Reprinted from the Accountants' Magazine for May, 1907.] 

Davies (IL E.). 44ie Life of Kobert Owen, Philanthropist and 
Social rieformor. London : IL Sutton. 1907. Loyal IGmo. Pp. 64. 
Is. M, 

Dkvas (Charles S.). Political Economy. London: Jjongmans. 
1907. Pp. 672. Third edition. 

[Statistics have been brouglitup to date, and there have been appended exjilana- 
tioiis and references.] 

Dux (L.). Economic History of India under Early British Lule. 
London: K. Paul. 1906. Pp. 460. 

Ensor (K. C. K.). Modern Socialism, as set forth by Socialist', 
in their Speeches, Writings, and Programmes, fjoiidon: Harper. 
1907. 8vo. Pp. 444. 6s. net. 

[2Dd edition, revised and enlarged.] 

Eerri (Enrico). Socialism and Positive Science : Darwin, 
Spencer, Marx, Translated by E. Harvey. Ijondon : Independent 
Labour Party. 

Eraser (M. A. C.). Western Australian Yearbook for 1902-04. 
Perth : Curtis. 1906. Pp. 1283. 

[The Government statistician and Registrar General of Western Australia 
presents a mass of information digested under fourteen heads, and amply illustrated 
by maps, diagrams, and miscellaneous pictures, e.g. of the natives. 

Green (F. E.). How I Work rny Small Farm. London: Fifield. 
1907. 8vo. Pp. 92. 2s. net. 

EIeatii (H. Llewellyn). The Infant, the Parent, and the State. 
A social study and review. London : P. S. King. 1907. Pp. J91. 

Hobson (J. A.). Canada To-day. London: Unwin. 1906. 
8vo. Pp, 158. 
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Hobson (J. A.). The Fruits of American Protection. Now Yorij. : 
Beforfn Club. FondoJi : Cassell and Co. 1906-07. Pp. 56. 3d. 

[A jiublished in 190G by the Now York Reform Club, and rex^rinted in 

1907 by the Cobdon Club ; on the rise in prices due to protection, “dumxhng,” and 
trusts.] 

Kkltik (J. Scott). Tlie Statesman’s Year-Book, 1907. Ijondon: 
Macniillan. Pp. 1672. 

[An important new feature is formed by the sections relating to the armies of 
tbo various States ; and diagrams showing the comparative growth of tlie loading 
navies.] 

Labour JiUWR for Womiui in l^Vance ; in Germany; in the United 
States. Three pamphlc'ts, each containing much information within 
some fourteen pages. Pul)lished by the Women’s Industrial Council. 
Ul. each, or lid. x)ost free. 

Laycock (F. N.). Political Economy in a Nutshell. Ijoridon : 
Sonnenschein. 1907, Pp. 208. 2s. 6d. 

McConnell (I’kimkose). Diary of a Working Farmer. True 
History of a Year’s Farming in Essex. London : (Jahle Printing Co. 
]907. ’ Pp. 301. ()S. net. 

Macdonald (W. A.). The World to Go and the World to Come. 
London ; vSonneuselK'in. 1907. Pp. 32. 

[An interview between one Androtheus and a student of Social Science on 
several burning questions.] 

Macrosty (H. W.). The Trust Movement in British Industry. 
A. Study of Business Organisation. London: Longmans. 1907. 
Pp. 39 b! 

Mills (J. Saxon). Landmarks of British hiscal History. 
Ijondon : 13hick. Is. 

Olivier (Sydney). Wiiite Capital and Colonved LalKuir. London: 
lndo|)(uident LalK)ur Party. 1906. 8vo. P]). 182. Ls-. V)d. net. 
[Socialist Library.] 

i^RATT (E. A.), l/i censing and Temperature in Swculen, Norway, 
Denmark. London: Murray. PM)?. 8vo. P]). 128. 2.s. 6d. net. 

Hentoul (li. ItEiD.) Pace Culture or Pac(‘ Suicide: Plea for the 
unborn. London: %V. Scott. 1906. Px). 190. 

Spicer (A. Dykes). TIk' Paper Trade. A descriptive and his- 
tcfLcal survey of the pap(*r trade from the comniemrement of the 
nineteenth century. London: Methuen. Pj). 282. 

SuTiiERS (U. B.). Mind your own Business. Case for Municipal 
Mauagemtuit. London: (‘larion Press. 1907. Bvo. 6d. 

Wedgwood (J. (k). Land Values: Why and How they should be 
Taxed. Garden City Pnvss. 1907. 8vo. 3d. 

WoLEF (H. W.). Co-operative 15anking: Its Principles and Prac 
tice. With a chapter on Co-operative Mortgage Ctxalit. London : 
P. S. King. 1907. Pp. 301. Is. 6d. 

Baskervjlle (Beatrice C.). The Polish Jew: His Social and 
Economic Value. New York : The Aiacinilian Co. 1906. Pp. 336. 

[A study based on eight years’ residence in Poland.] 

Boudin (Ijouis B.). The Theoretical System of Karl Marx. (In- 
ternational Library of Social Science.) Chicago: Kerr. 1907. Pp. 
286. 

Burkett (C. W.) and Pok (C. H.). Cotton, its Cultivation, 
Marketing, iVlanufactnre, and tlu' Problems of the Cotton World. 
New York : Doubleday. 1906. Pp. 340. $2. , 



312 THE ECONOMIC JOURNAL [jUNK 

, Clark (Victor S.). The Labour Movement in Aiistralia. New 
York: Plolt. 1906. Pp. 327. 

Cooi'ER (PYiAKClvS). Financing an Enterprise. 2 vols. New 
York : llonald Press Co. 1906. Pp. [>43. 

PIngels (k'uEnF-:nu:K). Landmarks of Scientific Socialism. 
“ Anti-Diudiring. ’ ' (International Librar;\' of vSocial Science.) 
Chicago: Kerr. 1907. Pp. 206. 

ForrI'^st (JhioF. J. Darsi^y). The. Development of Western 
CivilisFitioD. A study in ethical economics and political evolution. 
Chicago : TTniA i'rsity Pi-ess. 1907. P]). 406. 

HA/*(iO(»r) (H.). Tlie S})iritp of Kabour. New York: Duffield and 
Co. 1907. Pp. no. $1.50. 

[Au iutoresting study of the lifo aud character of a “ typical trade unionist.] 

Jknks (J. W.). Great PV^rtunes : The Winning, the ITsing. New 
York: iVJ'Clnro. 

Lewis (Austin). Tlie Kise of the American Proletarian. 
Cluc!ago : Kerr. 1907. Pp. 213. 

Pierce (Kranklin). Tlie Tariff and the Trusts. New York: Mac- 
millan Co. 1907. Pp. 387. $1.50. 

[A vigorous attack upon trusts and tho injustices of the present tariff.] 

Porter (Pobert P.). Dangers of Municipal Ownership. New 
York : Century Co. 1907. Pp. 349. |LB0. 

[A criticism of municipal ownership on financial, economic, and social grounds ; 
with special reference to tlie experience of England.] 

Smith (Goldwin). Labour and (’apital. \ letttn* to a labour 
friend. New York: 'The Macmillan Co. 1907. Pp. 38. 

[Lahour is cautioned against violence, threatened with Chinc.se and Japanese 
competition ; would Socialism bo a success if ‘‘ one or two nations were to hold out for 
the principle of private property ?) 

Kausciienbusch (Walter). Christianity and the Social Crisis. 
New York: Macmillan. 1907. Pp. 429. *$1.75. 

[The author was long a pastor among working people in New York.] 

Spareing (Samuel PL). Business Organisation. (Tlie Citizen’s 
Lilirary.) New York: Tiui Macmillan Co. 19(''>6. Pp. 374. 

Wood (W, Allen). Modern Business Corporations, including the 
Organisation and Managtunent of PrivaK* Corporations with Financial 
Principles. Indianapolis: Bobhs Merrill Co. 1906. Pp. 357. 

.. Bonneeoy (G.). Le repos hebdomadaire. Etude theorique et 
critique d(‘ la loi du 13 juillet, 1906. Paris: iVIarcnial et Billard. 
1907. 8vo. 5 fr. 

Bougl^. Le Solidarisme. Paris: Giard. Pp. 340. 

[The author, a professor of social philosophy at tlio University of Toulouse, 
expounds eloquently the doctrine of Solidarisme, which is now so much in vogue 
in France.] 

Ch ABANE LA Paltce (A. de). Le libiiu’nlisme devant la raison. 
Paris: Alcan. 1907. Pp. 466. 

fA criticism of the scntinuoitaf liberalism which loads to Socialism; with an 
u]ipeal to logical liberalism whicl; j<'ads to individualism and free trade.] 

PMuMEuksE (Eugene). J/lndividu, FAssociation, et FEtat. 
Paris : Alcan. Pp. 257. 

( The author, who is editor of the Socialist UeiricAO represents the idealist Socialism 
of 1848, which put its faith in free association ; now so much discredited by the 
^triumph of Marxism.] 
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Guyot (YyEs). Lfi Science Ecouomiquc. Paris : Schleicher. 
1907.. Pp. 531. (A new edition, recast.) 

Guyot (Yves). L’irnpot sur le revenu. liapport fait au nom de la 
Conirnit^sion du budget sur les questions soulev^es par di verses pro- 
positions relatives a Pimpot sur le revenu. Paris: Alcan. 1906. 
12mo. 3.50 fr. 

Merlin (Eoger). Le Contrat de Travail. Paris: Alcan. Pp. 
166. 

[Tlio author, who is librarian of the Musoo Social, discusses clearly but sum- 
marily, the modifications which should be introduced into the contract between 
employer and employee to render it more equitable.] 

ScHELLE (M. G.). Le Docteur Quesnay, physiocrate. Paris: 
Alcan. 1907. 16rno. 5 fr. 

Tarde (A. DE). L’id^e du juste prix. Etude de psychologie 
ecoDomique. Paris: Alcan. 1907. 8vo. 7 fr. 

PIkerstadt (11.). Lie Spekulation irn neuzeitlichen StMtebau. 
Line Untersuchung . . . zugleicli Abwehr der gegen Wolinungsreform 
gerichtoton Angrifie. Jena : G. Eischer. 1906. Pp. 224. 4rn. 

[Opposes the “ i\Iictcasoruc,”*and criticises severely the publications of A. Voigt.] 

Kiezler (K.). Ueber hh'nanzen und Monopole im altcn Griechen- 
land. ihitikainer und Miihlbrecldi. lOOO. Pp. 98. 

Poller (Dr. Otto K.). Dio Einwobnerschaft der Stadt Durlach 
im .18 Jahrbuiidort- ivarlsnilui: Braun. 1907. Pp. 272. 

Salomon (Alice). Lie Ursachen dor unglciclien Eiitlohnung von 
Miinuer und I'raucnarbeit. Lei})zig : Liiiicker und llumblot. 1906. 
Pp. 139. 3.20 m. 

ScHRAUT (Lr. Max von). Lie pcrsonliclie 3''reiheit in der 
niodernen Volkswirtschaft. Mit einern Geleitwort von Lr. Paul 
Laband. Tubingen: Mohr, 1907. Pp. 131. 

Tarifvertrag im deutschen lieich. Bearbeitet im kais. statist. 
Amt. Berlin: C. HejTOann. 1907. 3 vols. 8m. 

[An elaborate official report on trade agreements. V^ol. I. is introductory and 
historical with accounts of experience in other countries ; II. analyses systematically 
German agreements ; III. gives the text verbatim of 130 such agreements.] 

Voigt (Prof. i3r. Andreas). Zum Streit um Kleinhaus uiul 
Mietcaserne. Li-esden : Boebmert. 1907. Pp. 31. 

'[A reply to Dr, R. Eberstadt and Prof. Carl Fuchs on the question whether high 
buildings make high rents ; referring to the author’s paper in the Schriftcri d. Vej'ein 
/. So::ialpolitik, Bd. xciv. (1901).] 

Wagner (Ad.). Theorotisclic Sozialokonornik oder allgoincinc und 
llicoretische Volkswirtschaftslehro. Erste Abtbeilimg. Leipzig; 
C. E. Winter. * Pp. 520. 12 m. 

[A formal publication of a now and much enlarged edition of the author's outline of 
‘lectures, hitherto pi‘i)]tcd privately. Tlie subjects covered an; : 1. Introduction ; 
Schools and literature. 2. Grundleguiig. 3. Production, Exchange, Distribution. 
A second part covering Transportation, Money and Banking, Insuranco, is to follow 
shortly.] 

Causse. Gli usi civici ludla i)rovineia di iloma. Prato. 1006. 

[On the rights of the iDCopIc in common land in the province of Borne.] 

Limentarh. La previaione dei fatti social i. Turiuo : Boeea. 

Ottolengui (C.). I profitti iiidustriali iiclla costituzione econo- 
mica odierna. Turin. 1007. 8vo. Pp. 310. 8 1. 

Prato. Ccnsimeiiti popolazionc in l‘jemonte uei Secoli xvi., 
xvii., xviii. Borne. 1906. 
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THE REGAE CONVENTION AND THE WEST INDIES. 

As (lotei'ininod by Art. X. of tlic Brussels Sugar Convcai- 
tion, S(5}>tcinber 1st, 1907, is the liual date by wliich the 
signatory powis’s uiiist uulividually decide whether they wull con- 
tinue tJieir menibershi|) beyond the original term of five years, 
d’ho present, therefoia;, si'eins a suitable moment for estimating 
the value of the (.’onveniion from the British ixjint of view. 

Li the first plac(‘, the Sugar Convention marks a departure 
from our long-established commenaal policy. It is a ‘‘fair” 
trade rather than a ” free ” trad(j measure : its most characteristic 
provision —t lit ‘ j>enal clause — recognises in the tariff a defensive 
weapon and an instruiiKuit of bargaining powbr ; and the final 
protocol, while declaring that, as an exceptional measure, no 
prtdVax'nce sliall be given to colonial sugar during the jieriotl of 
the Convc'ntitjn , reserves, in princi[)lt‘, entiio liberty of action to 
the British Government in all whicli conctuais the fiscal ndations 
between the United Kingdom a,nd its Colonies. It is, therefore, 
not unfair to. describe the Convention as a ” workijig model of 
fiscal reform.” 

Opinions as to the merits of this intc^rnational agreement are 
sharply divided. Thus, in the autumn of 1901, a time of inflated 
prices, consequoiit on a short beet crop and the closing of British 
markets to Russian, Argentine and other supplies, the Conven- 
tion was made responsible for all the trouble ; a few months 
later, when rumours of enormous sowings brought prices down 
again, a ditreront tale w^as heard : that the Convention had not 
raised prices, but only changed the sources of supply — thus per- 
No. 67. — VOL. XVII. ' 4 ,A 
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forming a beneficent service which had helped to foil the designs 
of speculators and save the West Indian Colonics from ruin. It 
will be worth while to attempt to apportion tlie share of tratli to 
each of these views, for the Brussels Convt'ntion is a “crucial 
instance “ which may throw some light upon more important 
projects of kindred nature. 

It is an undoubted fact that the European sugar bounties 
introduced a disturbing element into trade, and caused excessive 
fluctuations in prices; but it was not jirimarily on these grounds 
that tills country quarrelled with a system from which in some 
respects it Ixuiehted greatly. Mr. Balfour assigned the reasons 
for British interference in the debate on the Enabling Bill in 
the following words : — “ If it were not that the proper invest- 
ment of capital belonging to the lampire has become impractic- 
able and dangerous under our existing system — if it wore not, in 
fact, for the case of the West Indies, there is no conceivable 
re.ison why we should not allow the foreigner to tax himself 
for the beiudit of the consumer in this countiy.” ^ The weakness 
of this npolog}’ is its implied admission that the colonial gain is 
the home consumers’ loss. 

The subject may be raised to a higher plane by placing 
conceiai for the welfare of the West Indian population above 
anxiety for ca|)iiah It may be urged that Great Britain has 
incuri’ed a j)ecuha.r liability towards the Crown Colonies; that she 
has withheld frofn them the right of self-govertiment because the 
inferior peo])k-s a jo incapable of discharging its functions in 
accordance with civilised standards; but, on the other hand, has 
imdei’t.alom to be rc'sponsible for their general well-being. This 
argnment applies ^\'hli especial force to the wase of tlie West 
Indicis, wdiose present native pojiulation was brought thither, in 
the capacity of skives, h) the interests of the ruling class; and 
where, moreovei;, tlie endangered industry is the principal main- 
stay of the inhabitants. 

With one or two reservations — as that bounties were only 
a contributory cause of the decay of the West Indian sugar 
industry; and that, in fac(^ of bounty-fed competition, it sufl'ered 
more severely than cane-sugar enterprise in other parts of the 
world — the case for remedial interference may be admitted. In 
considering the claims of tlu^ iirussels Convcaition to be I’egardcd 
in this liglh, it will be neei'ssary to iiujuirc into the nature, 
cost and elhcacy of this particular “fiscal cure for industrial 
ills” — with especial reference to the recommendations of the 


1 H. of C. 2G/G/1903. 
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West India Boyal Commissioners who diagnosed the malady ih 
1897. . 

It is claimed that, by abolishing bounties, the Convention 
has restored natiii'al conditions of trade, placed cane and beet 
sugar on a fiscal equality, and opened up a new era of prosperity 
for the West Indian Colonies. One must not subscribe to this 
view too hastily. There arc difficulties even in dehning forms. 
The enumeration of bounties, direct and indirect, in Art. I., 
Iiresurnably not intended to b(i exliaustive, has given rise to much 
dispute. For instance, lUissia, in protesting against the levy of 
countervailing duties on her sugar, declared that her legislation 
had eliminated eveiytliing that might encourage export and prac- 
tically denied the existence of a bounty on llussian sugar. Great 
Britain has had to appeal against a too literal interpretation of 
oiu; category, viz., the bounty that may arise from an excessive 
siiftax ; and the large imports of Austrian sugar into India, 
encouraged by low Austrian-Lloyd freights, has raised the 
question of indirect bounties in perhaps its most acute and subtle 
form. The sidijecd- of preferential railway rates and shipping 
freights was placed on tlie agenda pajier of an early session of 
the renuanent Commission, but has not engaged the attention 
of llie delegates. Again, it is observed that Trance retains the 
(Iclaxc dc distAincc, and is exempted from the system of refining 
in bond im|)osed on otJier Convention States as providing the 
only satisfactory guarautec against ex])ort. bounties: and that a 
limited surtax is permitted to tlie producing countries under the 
specious plea of protecting the liome market. 

Sucli eriticism lyay be carried almost to any length. If the 
Queensland bonus on em]>Ioyinent of white labour is regarded as 
anjridirect bounty, tluire is no logical reason why assisted coolie 
immigj'ation in damaicai should not be viewa^d in the same light; 
tile purist may even he justilied in asking in wdiat sense the 
direct Imperial subventions to the West Indian sugar industry 
differ from a bounty. The attempt to mark off certain kinds of 
State-aid to industry as bountii;s, as distinguished from others 
which arc not, appears to end in hopeless confusion ; the attempt 
to circumvent bounties in one direction only encourages their 
emergence in more insidious forms; whilst countervailing duties 
may easily develop the evils wdiich they are intended to correct ! ^ 

Nor must it be assumed that the abolition of bounties, how- 
ever completely that end is attained, secures equal fiscal treat- 
ment for the West Indies in the markets of the wurld. 

^ di>. Parror. Free Trade v. Fair Trade* Chapter on “Sugar.” 

A A 2 
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Differential duties, equally with bounties, disturb the equilibrium 
of trade, and account must be taken of their discriminating 
action. The argument presses both ways; but West Indian 
planters WH')nld probably be the first to admit that the disabilities 
they suff'er through the adoption of the United States preferential 
poli(^y towards Cuba and the Philippines are not offset by the 
doubtful benefits of Ckinadian preference — a preference which is 
disputed by the Canadian refiner and claimed by the Convention 
States. 

J^issing to the question of cost, we have to consider what 
sacrifices liavo been made by the mother country in her efforts 
to secure fair play for the sugar-producing colonies. It is 
observed that, under tlie terms of the Brussels Convention, sugar 
from Bussia, Argentina, and certain minor sources is excluded 
from Bj'itish markets. It is impossible to say ]>recisely how faa* 
this fact assisted the abnormal rise in prices in 1904 5, but it is 
\V(41 ki]own that potentialities play a very important part in 
speculative dealings : the rise corresponds to the fever oT public 
ap[)rehension j'atber than to the actual relations of supj)ly and 
demajid. This principle of panic was illustrated by tlie Spanish 
export incident.^ The Pnneh manufacturers, in com])]aining of 
the infringement of Art. XI., alleged that the imports of Spanish 
sugar had caused a fall on the English market and handicairped 
tlieir own exporters. Yet the actual receipts were only some 
5,000 tons, and were not caj)able of being speedily increased ! 
One may imagine what would have been the effect on the 
operations of the “corner” if the situation could have been 
relieved by the withdrawal of tlie ITohibitiqjr Order relating to 
Kussian and Argentine sugar. 

iiestricted importation was not the only cause of the 1W4 
crisis. Other contributory factors wnuc a bad harvest, reduced 
sowings and an inci’eased continental demand. Of these the 
first does not come within the scope of this discussion ; while the 
second and third must bo regarded as incidental to the abandon- 
ment of bounties and not directly consequent upon the specific 
provisions of the Brussels Convention. But after all deductions 
have been made there can be no doubt that the tying of our hands 
by Convention, obligations made the financial situation more acute 
and so aggravated the distress in the sugar-using trades and 
poorer households. 

Now that the crisis lias passed, it is possible to draw conclu- 
sions which were obscured by the exceptional circumstances of 

^ Soo H. of C. debate 1/0/1905. 
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tho moment. It is seen that the level of prices since the Conven- 
tion appreciablj^ high('.r than the lowest figure touched in 
1901-2 /though not above the average of tho ten years preceding 
the Convention. A study of these figures leads one to infer that, 
leaving on one side the increased incentive to beet sugar produc- 
tion, any injury to producers of cane sugar caused by the •State 
bounties lias been much exaggerated. It was only during the 
latest phase of the bounty movement, i.c., under the dumping 
policy pursued by the Sugar Kartells, that prices were depressed 
below a com])etitive figure ; and the direct influence of the 
Brussels Convention on pricrs can scarcafly have exceeded that 
of restoring them to ihe levi^l of cost of production — a result 
which followed almost imnuxliately on the dissolution of the 
Kartells in 1903. 

Incidentally, through the ch('a]iening of sugar on the Con- 
tiiKuit, a stimulus has been given to the industries dt'pendent on 
this raw material •••"-thus intensifying competition for British 
ex])ortors. It would b(' foolisli to grudge, our continental neigh- 
bours the biaiefits resulting from the reduction of their inland 
duties; but it is diiheiilt to sec wliat is tlie jircciso value of 
England’s share of the bargain. Tlu^ abolition of the bountu;s 
is an undonbtcal all-ronnd good wliieh mnst tend to ine.reascd 
trade stability and advantage to both British and coniiinental 
interests; but, from our standpoint, it is regrettable tliat thii 
result was not obtained without tla^ suri-eiahu* of the princi])le 
of the open market and tlie limitation of the area of supply. 

Tlie clKun])ions of rcd-aliation assert that the Brussds Con- 
vention lias savc'd *Eritish sugar-users from the menace of a 
continental monopoly — the essential danger lurking ):>('hind tlie 
fiolicy of free*, imjiorts. It is obseawod tliat the West India Com- 
missioners were wjy sceptical on tliis point, ^ and the disastrous 
adventure of RIM. Gronier and Jaluzoi, the Enuicli s)>cculators, 
afforded fn^sli (videiicx^ of the imjiossihility of holding i-la^ maaket 
permanently in commodities wliich are prodncc'd ovei‘ a very wide 
area. The durnfiing policy of the Kartells was a sign of weak- 
ness, not of strength, and it is probable that th(‘ British sugar- 
using industries would have been quite content to await the 
“natural” death of bounties, sullcring, in the meantime, any 
insecurity that might arise from ” artificial ” cheapness. 

The notion of an international agreement to abolish bounties, 
diminish fluctuations, and regulate supply is very attractive and, 
at first glance, seems free from iiiaiiy of the objections that are 


1 Report C , 8055 (1807) p. 0, 
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commonly urged against single-State defensive tariffs. In such 
an event the tariff weapon is only held in reserve for penalising 
the States that decline to join the alliance. The success' of such 
an experiinont is naturally porportional to the number and im- 
port^ance of the contracting States. Just as in the “battle of 
the standards “ the bimetallists claimed that every adhesion to 
the birnetaJlic league simplified the maintenance of the double 
standard, so it may be su]>posed that every accession to the non- 
bounty group of States would render more effectual the effort to 
restore natural conditions to the sugar trade. 

Without staying to discuss how far the aims of the Brussels 
Convention are frustrated by tlie attitude of non-signatory States, 
it is evident that the standpoint of an importing, non-produeing 
State like Great Britain, requiring cheap, jdentiful supplies of a 
coinmodity which is both an essential food and a useful raw 
material, differs widely from that of the eontiuental countries 
whose main concern is to secure a market for their products at 
the exjKmse of other sources of supply. The weakness of the 
British position is reflected in the various concessions that have 
been made, as in the acceptance of a surtax high enough for the 
efficient protection of the home, markets of the producing 
countries and in the assurance that no preforonce will be granted 
to colonial sugar during the Convention term. The British 
delegate to the Permanent Commission has, throughout the pro- 
ceedings, been confronted by a solid protectionist phalanx, and 
in more than one important division has found not a single snp- 
port(r fur his views. Ilocognition of such important principles 
as that the existence of a surtax doc^s not iiecessarily imply a. 
bounty, and that sugared goods sliould be allowed to enter Con- 
vention States on the same terms as sugar, has been obtained with 
difficulty after prolonged discussion. 

Eetaliation has been resorted to in several cases, and the pro- 
hibition of Ivussian sugar under the penal clause hj.s provoked re- 
prisals in the shape of increased duties on Indian teas imported vid 
the Black Sea ports and land frontiers.^ The British Government 
has not res])ondcd to the challenge — preferring to let the matter 
rest rather than embroil the country in a tariff' war.^ Perhaps it 
is as well that prudent counsels have prevailed. The history of 
tariff wars is not encouraging : it is an open question whether 
retaliation does not raise more barriers than it levels ; whether 
it does not hinder rather than promote commercial peace ; 
whether the diversion and loss of trade during the period of 


1 By Imperial Oocree of 23/8/1903. 


2 See H. of C. debate 23/3/190G. 
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restriction are not greater than any gains arising from subsequent 
treaty concessions. 

It remains to inquire whether the Brussels Convention has 
accomplished all that its promoters had in view. Again, the fore- 
cast of the West India Commissioners has been justified by the 
event. The abolition of the direct State liounties on sug;ir has 
beem a great boon to the Continent : the fetters of excessive inland 
duties have fallen away and left the industry comparatively free 
to expand. Continental consum|>lion for 1003 -I showed an 
advance of 50 per cent., and, though that abnormal rate of 
increase Iras not been maintained, it is noteworthy that, while 
English consumption shows some decline during the past five 
years, consumption in France and Germany has meanwhile 
grown. 

On the other hand, statistics do not indicate improvement in 


the West Indies, 
the West Indian 
period : — ^ 


1901- 1902 

1902- 1903 

1903- 1904 

1904- 1905 

1905- 1906 


show the proportion of 
crop to the total cane crop during the same 


The following figures 


B. W. ludinc; 
(with B. Guiana). 
Tons. 

srn.ooo 

239,200 

248,646 

203.000 

232.000 


Total cano. 
Tons. 

3.885.000 
4,163,941 
4,220,395 
4,565.114 

4.913.000 


The argument that the Convention was the cause of the in- 
creased cane-sugar supplies, which helped to make good the 
deficiency in the beet crop in 1904-5, and so exercised a steady- 
ing influence on the market, does not hold good: for, on 
elimination, it is found that half the cane surplus of '100,000 tons 
for that year is credited to Louisiaiia, Po?'to Bico, Hawaii, Cuba, 
and the Philip^iines — all of wdiose sugars are privileged in the 
United States market, either by free admission or preferential 
treatment; of* the remainder, 100,000 tons are set down to Java; 
while the West Indies, for wdiose express benefit England joined 
the Convention, produced one of the smallest crops on record. 
The colonial reports illuminate the bare statistics.^ The Governor 
of British Guiana reports that, owdng principally to extensive 
sowings of beet in Europe and the collapse of prices, the year has 
not been a prosperous one for tlie staple imlustry. In Barbados 
the estimate of the sugar crop was fully realised, but prices were 
most disappointing. The Governor of St. Vincent says that the 

^ Willett and Gray’s figures. 

^ Col, Reports [Annual) 514, p. 42 ; 497, p. 4 ; 510, p. 16 ; 504, p. 20. 
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su^nxr industry continues in an unsatisfactory condition, owing to 
the low price of muscovado. In Trinidad, also, low prices 'have 
discounted a heavy return. 

The West India Commissioners anticipated that the sugar 
industry in the islands would still have to contend with grave 
difficulties wliatever the issue of the aaiti-bounty movement. 
Tliey instanced the ])olicy of the Ijuited States and the fact 
that sugar can be grown succ(\‘ssfully over a vc^ry wide area.^ It 
is indeed significant tliat during the second half of the nineteenth 
century, roughly coinciding with the bounty piu’iod, Cuban sugar 
production rose from 300,0()() tons to 1,000,000 tons; that of 
Louisiana from 100,000 tons to 300,000 tons; while in Hawaii, 
where the industry dates baclv only to 1875, the output at the 
end of the century exceeded 300,000 tons. Tliese surprising 
results must be attributed, primarily, to the enterprise of 
American capitalists working on the most apjxroved lines and 
encouraged at some periods by State bounties „ and treaties of 
reciprocity. It may be noted that there is a ,riking diversion 
in the last few years of Jamaica sugar from Cjiited States to 
Canada, accounted for by the Governor as the cons(u]uence of the 
fiscal measures adopted by those countri(‘.s.^ 

Of the cane-producing countries whicli have developed inde- 
pendently of artificial stimulus Java stands out pre-eminently. 
Thanks to the richness of its soil, the abundance of its labour 
supply and excellent cultivation, tljc industry has made steady 
progress. The figures of ju'oduction have doubled in the last ten 
years, and are noW well over 1,000,000 tons. A notable recent 
growth is that (jf Peru, which in 1904 5 supjJied the United 
Ivingdom with 60,000 tons, a quantity equal to the average 
imports from the W(\st Indies. 

When any estimate is made of the relief afforded to the Wc^st 
Indian sugar industry from the cessation of the bounties, two or 
three considerations must be l)orne in mind ; first, thet the greater 
part of the effect of the bounties in stimulating economics has 
resulted in permanently decreased costs ; secondly, that bounties 
only accentuated the downward tendency of prices; and, thirdly, 
that any rise in price, consequent on their sup|>re8sion, must 
soon bo lost in fresh economies. It is beyond doubt that, with 
rare exceptions, the West Indian industry, owing to its internal 
weakness, has not shared prof)ortionatcly in the general lowering 
of the costs of production ; and it is this fact tliat is responsible 
for its serious collapse, and that precludes the hope of its 'revival 

^ pp. 5—7. Gol. Eeport {Annual) No, 492 
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when based on a single external circumstance such as the 
abolition of the bounties. 

The root of the mischief must be traced far back to general 
causes incidental to an age of rapid transitions. A captain of 
industry, writing shortly after the issue of the West India Com- 
mision Eeport, remarked that “ a chemical discovery, elec- 
trical invention, the properties of a plant utilised — any one of 
such or of other not improbable surprises upon whicli we seem 
to be sometimes on the very threshold — might transform condi- 
tions in a day. Tiie substitution of boot for cane sugar has 
blighted the West Indies, which seemed to possess almost a 
monopoly. . . What, therefore, has happened in the case of 

thesci unfortunate islands has been the imwitabk! supersession of 
an old and effete industry — weighted with bad traditions and 
paralysed by a false semse of security, bred during a long period 
of monopoly and ju’ivilege — by a, young and vigorous rival, born 
in a restless ago, with all the resources of science and capital at 
its disposal. 

The colonial industry, late in the day, made efforts to recover 
its lost j:>osition, and it is safe to say that what little progress it 
has made lias been largely due to the spur of competition. West 
Indian planters frankly admit that the^y have spent much time 
and money in studying continental methods, and have adopted 
such of their inijirovements as were suitable to tropical condi- 
tions.^ In view of this indchtednoss, it seems unreasonable to 
complain that beet sugar, having once established its superiority, 
should continue to increase its lead. Cane sugar, as a wliede, has 
done well in retaining so large a share of the world’s inark(d;S for 
itself ; if the West Indies have not shared in the general advance 
tEoy must sock for particular reasons to explain their isolated 
fortunes. 

According to one theory, the West Indian planters have 
endured undeserved hardshipsarising out of an unscrupulous fiscal 
policy, which, by means of the “ blackest system Protection has 
known,” stimulated a rival industry into inordinate activity, and 
so stifled natural competition. Other people view theii’ sorrows 
as the harvest of the economic errors sown by a previous genera- 
tion, if not the direct consequence of the shortcomings of exist- 
ing proprietors. Bo that as it may, one cannot but bo impressed 
by the need for drastic reforms in face of a crisis so fundamental 
in its character. The bounty system was an excrescence on the 

^ A. Oarnegio. Nineteenth Century^ Feb. 1898. 

2 W. L Commission Evidence^ vol. i. p. 33, 
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surface of a healthy organism in the case of the European beet 
sugar industry ; but in that of the West Indian industry it 
attacked a body already corrupted by various ills, and its removal 
could not of itself be expected to effect a permanent cure. This 
is the idea underlying the series of remedial measures which the 
West India Commissioners proposed as indispensable pre- 
liminaries to renewed prosperity. 

Their recommendations bore fruit in the creation in 1898 of 
the Imperial Department of Agriculture for the West Indi('s, to 
which has been entrusted the general improvement of the sugar 
industry and the encouragement of a system of subsidiary indus- 
tries. An account of its opcirations is given in a recent n^port^ 
by Sir Daniel Morris, the Imperial Commissioner for Agriculture. 
It makes instructive reading, and indicates the general lines of 
advance. 

The investigations of the Department have been mainly 
directed to raising new seedling varieties of sugar-canes capable 
of withstanding disease and standard varieties capaL)le of produc- 
ing a larger yield of sugar per acre. Experiments have also been 
made in testing the relative values of manures, in the chemical 
selection of the sugar-cane, in the treatment of cane-tops with 
germicides, and other directions. The results are striking. 

In British Guiana the area under cultivation has increased 14 
per cent, since 1896, and the cost of producing first centrifugal 
sugar has been reduced from <*£11 19^. to .£10 9.s*. per ton. 
The new varieties show an increased yield of from 12 |;)cr cent, to 
20 per cent, over that of the Bourbon cane. In Barbados the 
latter has been almost discarded ; and the results of experiments 
with seedling canes and manures are equally promising. In the 
Leew^ard Islands, thanks to the careful selection of canes, q)i<i.nbt- 
tions once ravaged by disease are now bearing luxuriant crops. 
The erection of a central sugar factory in Antigua, together with 
other improvements, indicate a desire for progress such as has 
not been seen in the smaller islands for a generation or more.” ^ 
In an average year sugar can be produced for £8 per ton at a 
small profit. 

Independent cane-farming is now an established branch of 
the sugar industry hx Trinidad, the farmers producing one-third 
of the total crop; but “extensive cane-farming is pregnant with 
danger in the future unless steps arc taken to provide an 
adequate supply of labour.*' ^ This latter difficulty has been over- 

1 Col. Report (Misc.) No. 36. Cd. 2901 of 1906. 

2 Ibid. pp. xii and 107 Cp. Col. Report {Misc.) No. 36. 3 jbid. p. 7i. 
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come in Hawaii and Fiji by the adoption of the cane company 
system/' which, in giving the coolies an incentive to remain 
in the colony as free settlers after the expiry of their engage- 
ments, enables the estates gradually to dispense with indentured 
labour. 

In Jamaica new seedlings from Demcrara and I^arbados have 
been carefully tested, and the best found to .yield results far 
superior to the returns from the Jamaica cane. Proposals are 
in hand for establishing three central sugar factories. 

An important advance in cane-breeding was made in 1902 in 
the hybridisation of the sugar-cane and in raising now seedling 
varieties by artificial cross-pollination — and some of the new 
pedigree canes are now under cultivation. Many of the new 
seedlings have been tried successfully in other countries, as 
Hawaii, Louisiana and Queensland. 

The methods adopted for extracting the juice and manufac- 
turing the sugar are still far from satisfactory, and the Commis- 
sioner considers that improvement in these directions is urgently 
needed before the industry can compete successfully with other 
sugar-producing areas. “ At present it takes about tons of 
canes to produce a ton of muscovado sugar of the value of 1^8 ; 
whiki, in a well-equipped factory, it would only take about 9| tons 
of canes to produce a ton of grey crystals of the value of about 
d£10 10s 

Equally good work has been done in connection with other 
industries. One or two items may Ix^ noted briefly, Tho diseases 
and pests affecting cacao are carefully studied, and tlie planters 
are kept fully •informed as to their character and treatment. 
Experiments with manures have resulted in birgely increased 

The area under rice cultivation, cs))ecially in British Guiana 
(paddy rice) and Trinidad (swamp rice), has undergone a large 
increase. ^The industry seems destined to become an important 
one. Tobacco is being successfully cultivated, especially in 
Jamaica and Trinidad ; and during the last few years the rubber 
industry has received attention and made considerable progress 
in Trinidad and Tobago. 

ExixHments in cotton-growing were started at St. Lucia in 
1900, and have been extended to Barbados and the northern 
islands, the Imperial I)e[>artment of Agriculture supplying quan- 
tities of the best Sea Island cotton-seed at cost x>rice. The cotton 
j)rocluced is in good demand, and has realised 2d. to 3d. more than 


* Ibid. p. xvii. 
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Am'erican-grown cotton ; the industry shows every promise of 
proyiding an important rotation and subsidiary crop. 

More generally, the systematic teaching of the principles of 
agriculture is being encouraged in every possible way, so that 
the population may be trained for practical agricultural work. 
Lectures, competitions, and numerous periodical publications 
assist this branch of the work. The Department is serving a 
useful purpose as a leading school of tropical agriculture, and has 
already turned out a number of highly-trained, scientific men 
now holding responsible appointments in various parts. 

The officials of the Department are gratified by the “ steady 
growth of appreciation of its value in uplifting the several 
colonics into the view of one another and into the view of the 
Mother Country and new markets and capabilities. . . . Under 
the stimulus of new ideas there results a general progressive 
tendency, the origin of which cannot be readily or definitely 
traced, but which in its result u))on the welfare of a community 
is perhaps of equal, or even greater, imj)ortance than the 
conscious, definite efforts of the Department.’’^ 

One question, not dealt with in Sir Daniel Morris’s report, 
requires separate mention on account of the importance assigned 
to it by the West India Commissioners, viz., that of land settle- 
ment. The most successful experiment in this direction is the 
Carriacou Land Settlement Scheme, initiated in 1902. The 
Governor of Grenaxla re])orts that “ its beneficial results are 
already so marked as to oncourag(3 the hope of similar develop- 
ments in the future, both in Carriacou and elsewhere in these 
islands.”^ 

The .Administ.i*ator of St. Lucia reixorts ])rogr-('ss in the work 
of settling the peasantry on the land, but considers “that the 
best results would have been secured by encouraging at "the 
same time a. nurnbor of more intelligent and experienced agricul- 
turists with capital to settle on the land with the object of 
furnishing examples for the small proprietors to follow, and also 
of providing them with centres at which their spare time could 
be (imt)loy(.‘xl in working for wages while their own crops were 
maturing.” 

The new^s from Jamaica is disappointing : the location of 
Jamaica peasants on land of their own is made difficult by tlieir 
laxity in discharging financial obligations, and 10 per cent, of the 
lands allotted have reverted to the Crown by reason of default in 

^ Ibid, p. xxxiv. 2 Qoi Report {Armml) No. 601, p. 10, . 

® Col, Iie})ort {Annual) No, 606, p. 35. 



1907] THE SUGAB CONVENTION AND THE WEST INDIES 329 

payment of purchase instalments; but, notwithstanding this dis- 
couraging feature, it is recommended that the sale of Crown 
lande to the labouring classes should continue.^ 

Oh the whole, there is a hopeful, if not buoyant, nqte running 
through these Reports which contrasts happily with the despair- 
ing tone of ten years ago. Thanks to united efforts, and especially 
to the enterprise and technical efficiency of the new Depudment, 
the situation, financial and economic, is steadily improving. The 
sugar industry, even when thoroughly re-organised on scientific 
lines, cannot hope to resume its old monopolistic sway; but it 
may legitimately expect to hold the field with any rival. For 
the rest, the skilful cultivation of those other products for which 
the islands are equally adapted, should allay the anxiety which 
depcmdence on a single industry entails and prevent the recur- 
rence of such dire crises as have visited the West Indian Colonies 
in recent times. There can be no doubt that the chief hope for 
the future li('s in the final accomplishment of the reforms 
advocated by the Commissioners in 1897. 

E. Cozens Cooke 

‘ Col. Report {Annual) No. 492, p. 19. 



THE TAXATION OF SITE VALUES WITH REFER- 
ENCE TO THE DISTRIBUTION OF POPULATIONS 

The viltimalc effects of reforms affecting the rating of land 
valutas are extremely diilicalt to foresee; and rny remarks will, 
th(a‘efore, ho chielly suggestive of the lines on which further 
research aj^pears to me to be necessary, rather than an attempt 
at a final solution. Moreover, I shall confine myself to one 
point, namely, the effect of the reforms which have been recently 
proiiosed on the distribution of the population of towns, a subject 
to which aderpiato attention has not, I think, yet been given. 

.For the purposes of discussion, tliese reforms may be con- 
sidored und( 3 r two lieads. The first is the assessment of property 
according to the capital value, or as it it were jmt to the most 
profitable use to which it could immediately be put ; and the 
second is the transfer of a part of the rates from buildings to 
land. 

It is generally admitted, I think, that both these methods of 
reforming our rating system wmld increase the inducement to 
expend more capital on the land. It may, however, be convenient 
briefly to recapitulate the reasons for this belief. 

The effect of rating property as if it were used in the most 
profitable manner would be to make owners more desircTUS -111118 
to use it ; and, in ordi^r to emfiloy vacant land or land on which 
there are comparatively small buildings so as to get the largest 
rent immediately obtainable, further capital expenditure would 
be necessary. Where valuable land is vacant, and therefore not 
rated, the desire to build on it will obviously be increased by 
the imposition of a rate; and, as to land on which there are 
buildings, there will be a similar increase in the desire to rebuild 
when such rebuilding could be profitably undertaken. Without 
doubt a considerable number of houses which could be pulled 
dowm with profit will, under any system of rating, be left stand- 
ing, because of the friction to be overcome. If a house can be 
^ Road before the Congress of the Royal Economic Society, 1907.- 
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destroyed with profit, the building must bo of comparatively little 
value in comparison with the value of the site on which -it 
standi^; and, where this is the case, the net rent receivable by 
the landlord will be decreased by the reforms under consideration. 
The temptation to rebuild may perhaps be measured by the 
percentage of gain on rebuilding ; or the ratio of the net rent 
after rebuilding, less interest on cost of rebuilding, to the net rent 
before rebuilding, li both the net rents before and after re- 
building W(Te reduced by an increase in the rate falling on the 
landlord, the temptation to rebuild would, as a rule, be increased ; 
or, in other words, some houses which could profitably be rebuilt 
undc'r both systems will })c left standing on the present system, but 
would be |)ullcd down under the reformed system. 

ddie clfect of transferring part of the rate to land from 
buildings, and thus of the lower! tig of the ad valorem rate on 
buildings, would be to increase the demand for houses; and it 
would also, as a genei’al rule, on the doctrine of margins, (vreate 
a tendcuicy for more (aapit.al to be ex])end(‘d on a given plot of 
land, ddiis waiuld affect buildings en'cted on vacant land and 
buildings erected in the place of demolished houses. 

The question whether housi's could be profitably pulled down 
would also be affi'cted by such a change in the systcun of rating 
as that under consideration. For such a proceeding to be pro- 
fitable, th(‘, rent from the now buildings must exceed the rent 
prt;viously obtaiiHal from tlie d(‘Stroycal buildings by more than 
the interest on tlie ca,])ital expended in reconstruction, together 
with the increase in the ]-ates conse(|uent thereon. But the 
increase in tlie ralqs would be diminished by any change which 
would lessen the ad valorem rate; and, consequently, a number 
of housiis now exist, which it would not pay to destroy, but 
which could be profitably demolished after this reform. 

Hence we see that the rating of land values would give rise 
to a numb(T of inlluences teiiding to increase the capital expendi- 
ture on both the building and the rebuilding of houses on a given 
area, both in the suburbs and in the central districts. Increased 
expenditure in one locality would diminish the demand in the 
neighbomang localities. Any ciuse tending to increase building 
in the centre of a town would tend to diminish building in the 
outskirts, and therefore to create a greater concentration of bricks 
and mortar about the centre of that town. I3ut, on the other 
hand, any cause tending to increase the building in the outskirts 
would have an o|)posite or a decentralising effect. Here we 
have, therefore, two tendencies, one centripetal and the othec 
Ho. 67. — VOL. XVII. B B 
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centrifugal ; and thus far no reason has been given why we should 
anticipate that either tendency would predominate over the other. 

Now the problem which I have endeavoured to solve — i can- 
not claim to have succeeded — and the problem I wish others to 
work at, is this. Will these tendencies just discussed cause 
more buildings to be erected in the central districts of towns ; 
and, if so, will this be accompanied by a greater centralisation 
of the population? Or will the opposite efl’cet, or a decrease in 
the congestion of towns, be the result? If this inquiry leads to 
the belief, as I think it will, that a greater concentration of the 
population would result from the rating of land values, then it 
will become important to consider to what extent this concen- 
tration is to be regarded as an evil ; and as to the efficacy of 
Tegislativc remedies for such evils as are likely to arise. 

The effect of the rating of land values on the distribution of 
the population can hardly be discussed without considering the 
vexed question of the incidence of urban rates. 

On this point, however, I shall be vc^ry brief, and shall almost 
confine myself to a mere statement with regard to the conclu- 
sions at which I have arrived. In dealing with this question of 
incidence, I have found it best to regard houses room and house 
situation as distinct goods ; though I am doubtful whether this 
method would be approved generally by economists. If, how- 
ever, the separate consideration of these two goods be permitted, 
it is imj;x)rtant to note, especially, I think, witli rc'gard to this 
question of distribution, that their demand and supply curves 
are Ycry different, A change in the relative gross rents of smaller 
and larger houses in the same neighbourhood w'onld make a 
difference in the number of people preferring one to the other ; 
whilst, I submit, the same change in the relative gros^rents 
falling on the tenants of equilibrated houses in the central dis- 
tricts and the suburbs would make a much greater difference in 
the demand in the two cases ; the main r(\ason being that house 
room is without a competitor, whilst facilities for locomotion 
enter largely into the question of situation. In other w^ords, the 
demand for situation is far more elastic than the demand for 
building, the latter being, I believe, rather inelastic. If this be 
admitted, then I think it fol]r)W's that in the long run rates tend 
to fall on the occupier and the site-value owmer approximately 
in the ratio of the capital expended on the buildings to the price 
of the cleared site; the more inelastic the denia.nd for room, the 
truer being this formula. Also that, as the relative advantages 
of different situations would not be materially affected by the 
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proposed reforms in rating, the ground rent paid by the tenant 
in tile central districts would not bo iriuoli affected. This con- 
cli]si(^i would be erroneous if the movement of tenants from the 
central districts to the suburbs lowered the ground nmts in the 
centre and raised them in the suburbs by an equal amount; 
but both theory and some experience lead me to conclude that 
an increase in the demand for land for building purposes raises 
its price far loss in the suburbs than in the centre. It may bo 
that this is a rough and unscientific statement of the case ; but 
it is, I believe, sufficiently accurate to make it the best way 
to paint the situation for the practical pmq>oscs of legislation. 

Iteturning to the question of distribution, we are endeavour- 
ing to find out in which direction the popvdation will tend to 
drift in consequence of rating reforms, whether inwards or out- 
wards. The rcesulting changes in ground rents may bo com- 
[)a.rcd to the changes in the level of the water in a reservoir, 
tlie bottom of whicli has a tendency to sink every wdiere, and 
slopes downwards towards the centre, the water there being 
consequently di'cpest. If the sinkage is uniform all over, the 
de])th of the ^\aiter will be nowhere affected. But if the sinkage 
is such that the gradicait of the bottom tow^ards the centre be- 
coiiKis sietq)er, them th<i waiter w'ill flow towards the centre, and 
will there become deeper. In a similar waiy, the effect of the 
rd'orm undem consideration on the distribution of the population 
w^ould (le]Kmd mainly on any resulting changes in the gradients, 
so to spcaik, of tlic gross rents paid by the tenants as the con- 
gested cemtres are approached. If the gradients wuuld become 
steeper, or if tenanj^s would have to pay relatively moi'e for living 
in central situations, a centrifugal effect wmuld be produced, and 
vice versa. This inquiry will bo made in twm stages. In the 
first stage, an (uideavour will be made to ascertain which wary 
the gradients of rents would be affected on the assum])tion that 
no change took place either in the distribution of the ]>o})ulation 
or in the amount of house room occupied by tenants. The 
second stage will be to ascertain wdiether, wiicn these hyj>o- 
theiical conditions are removed, it appears, as the result of this 
tendenijy to any change in the rent gradients, or from any other 
causes, that there wmuld be a centripetal or a centrifugal move- 
ment of the population. 

The effects of rating reforms, in so far as they consist in 
the rating of land as if it wore used in the most profitable 
mariner, will first be considered. Such a change in the rating 
would, as wo have seen, have the effect of throwing a tax on 

B 2 
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thei withholding, not on the supply, of land for building pur- 
poses ; and consequently this reform would result in that with- 
holding being lessened, more land being thrown on the mt^deet, 
and ground rents everywhere being diminished. Where building 
land is now not built on, and where the increase in the rate 
would be more than the present rent, this result would obviously 
follow. «But ground rents would also be lowered on this account in 
the case of all landed proj^erty which could be put to a more pro- 
fitable use. In the central districts of towns there is little land 
actually vacant as a rule, and ground rents would be little affected 
by the stimulus thus given to its sale. On the other hand, few 
of the com|)aratively recently built houses in the suburbs could 
be pulled down })rofitably ; whilst there might be a large number 
of houses in the central districts the destruction of which would 
be rendered more probable by this reform. We may anticipate, 
therefore, that ground rents would fall for these reasons more 
in the ctaitral districts and in the extreme outskirts tlian in the 
inteimediate zone of newly-built houses. Ikit it must also be 
remembered that land may liave a value for agriculture, market 
gardening, pleasure grounds, back yards, and for many other 
uses besides that tor actual building s[)ace, and that tli(‘. rating 
of site values would not force the selling price down below this 
limit. In the central districts tlu'. fall in gimuid rents would 
be little affected l)y this clieck, wliilst in the extreme suburbs it 
might have a very material jiilliience. Jkilancing these con- 
sidirratioiis, it api)ears to me probable that ground rents would 
fall more actually, though perhaps not )>ro|X)rtio.nati.Iy , in the 

central districts as a whole than in the outskirts, and that the 

general gradients of rents would thus become less steej>. 

Passing on to consider the effect of the lowering of the ad 
valorem rate on houses, here again we find that op|)osjng in- 
fluences would be brought into operation. In comparing any 
two buildings of equal cost, it would appcair, if my views on 
incidence are correct, that the niduction ir) the rate paid directly 
or indirectly by the tenants would be the same in the two 
cases. ]3ut we must not consider houBCB of equal size, but 

rather equilibrated houses. Under all systems of rating, the 

tenant who spends more on situation will spend less on other 
things, the rent of buildings being amongst the mariber. The 
choice of the tenant, therefore, lies between a more costly house, 
as regardKS building, in the suburbs, and a less costly one in 
the central districts; and the result of this reform would be 
that both the reduction in the amount of the ad valorem rate 
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in effect paid by the tenant, and the consequent relief to him, 
would be less in the case of the tenant living in the equilibrated 
hous^ in the centre than in the case of tlic tenant in the suburbs. 
From this cause, therefore, the gradient of building rents would 
be made steeper. 

All the other influences produced by the reduction in the ad 
valorem rat(^ would, how'(wer, appear to produce d contrary effect 
on the rent gradients. Wo have seen that in all parts of a town a 
tendency would b(^ crf^atcul for landowmcrs to increase their ex- 
penditure on buildings; and in each part of the town more 
houses might be demanded because of an increase in the [K)pula- 
tion, and not as the result of migration. Building in the 
suburbs would probably take the form of iriore land being occin 
pied by houses, each covtamg about the same ground as the 
existing housi^s in tlie. neighbourhood; and the land thus ab- 
sorbed would mitigat(‘, to a certain extemt, the fall in ground 
rents diu^ to this ladhrm. In the central districts th(i new 
buildings would fiaMjuontly cover no more ground than that 
occupied by tlu' chsiroyed buildings: no land would thus be 
removed from tlu' market, and the fall in ground n^nts w’ould 
tlierefon' b(', at all eveuds, h^ss niitigalv'd than in thc^ suljurbs. 
MoreoviS*, llio number of haiants occupying the same |)lot of 
ground would thus be increasc^d; and it is the gross rent paid by 
each tc'uant, not the ground rent received by tlu^. l:uullord, which 
must be held in view. An increasi^ in the laught of buildings 
might add to (he profit of the landlord, whilst decreasiipg the 
rent to thr. tiuiant. For tlu'se reasons, tbeVeforco it np{>enrs 
probable, that tludfall in tlu^ central tenants’ ground rent would 
1)0 grcai(‘r than that ex])eri('nced by the tenant in the suburbs, 
and that, consequently, the gradicuit of rents would l)(a:uine less 
stoop. 

Again, i-easons have been giviui for believing that the low^er- 
ing of the (kJ ralorcui rate wandd increase th(*. mnnh('r of houses 
which could be pvdkai down with profit. As (’onipared with the 
suburbs, there arc more houses in the central districts nearly 
worth n‘hui1ding; and consequently, as a rc'sult of tins reform, 
more waoulcl tdic're be destroyed, and more gardens and other 
open spaces wa)uld he placed on the marlad as building land. 
Here, then, is another tendency to make the gradient of rents 
less steep. 

In the foregoing discussion it has been tacitly assumed that 
a rate* could I)0 transferred from buildings, and, as it wore, 
visibly imposed on economic rent proper ; and that the only effect 



336 


THE EOOKOMIO JOUBNAL 


[sept. 


on ‘the tenant would be the lowering of his ad valorem rating. 
If this were really the case, the new site rate would fall wholly 
on the landlord. But it is in truth certain, for reasons \vhich 
have been set forth by Professor Edgeworth in his interesting 
papers in the Economic Journal, that other results would arise. 
Landlords would not be convinced that no expenditure incurred 
by them on their sites would ever have any effect on the assess- 
ment of the value of these sites ; and the imf)osition of such a 
rate would therefore probably affect their actions somewhat. 
That expenditure, which generally must be made before a site 
can be placed on the market, and which may be made in vain, 
should be correlated with situation rather than witli building. 
Now if, as in the case of most goods, this expenditure increases 
with the quantity of the “ situation sold or with the amount 
of the ground rent, then taxation wnuld have its normal effect 
of increasing the price and diminishing the consumption ; or, 
in other words, the check on the creation of building sites would 
be greater in the centre than in the suburbs. But, in truth, I 
believe the opposite effect would in reality be felt; because, 
generally speaking, this preliminary expenditure wdll in future 
be less where situation rents arc now gn'ater. In the central 
districts roads are, as a rule, all made and equipped, and vacant 
spaces arc ready for the builder. Valuable houses would not 
there be pulled down until it w'as practically cx^rtain that they 
would be at once replaced by new ones. In short, in the inner 
ring, the future expenditure correlated with situation rents is 
likely to be but very small. In the suburbs in some cases it 
may be very considerable, especially where 'road-making and 
excavation have to be undertaken by the land-owner. Hence, I 
believe that a diminution in the supply of building sites from 
this cause, and consequently a check in the fall in ground rents 
resulting from this reform, is more likely to be the result of 
site value taxation in the suburbs than in the central districts. 
From this cause also the gradient of rents would, therefore, tend 
to become less steep. 

Hence, as regards the transfer of rates from buildings to 
sites, there are three reasons why we should anticipate that 
rent gradients would be rendered less steep thereby; namely, 
that the lieight of houses w'ould be relatively increased in the 
cen^e ; that fewer houses would bo pulled down in the suburbs ; 
and that the new rate could not be made to fall visibly on economic 
rent proper. And there is one reason why the opposite, effect 
may be anticipated, namely, that there would be less reduction 
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in the rates levied on the equilibrated houses in the central 
regions. As a matter of opinion, I believe that the former .in- 
flueni^cs would predominate, and, if my conclusions are correct, 
the net effect on rent gradients would be of the same kind, 
and, therefore, an addition to the effect produced by the rating 
of property according to the most profitable use to which it 
could be put. No doubt where the central districts are ^already 
greatly congested — where, in fact, the harm has already been 
done — little more land could be thrown on the market, and 
some of these influences would be but little felt. But through- 
out the town it seeins almost certain that the net result of all 
these causes combined would be to make rent gradients become 
less steep in these hypothetical circumstances. 

Passing on to the second stage in the inquiry, and consider- 
ing the whole situation without any hypothetical conditions, it 
is, in the hrst place, to be noted that the low^ering of the amount 
of the rates, whicli are paid by tenants on account of the cost 
of tlie buildings occupied by them, would permit them to spend 
more on other things, including situation rents. A slight centri- 
petal tendency would thus bo produced; or, in other words, 
there would be a slight tendency for the population to move into 
the central districts without reference to the question of rent 
gradients. 

The main question for consideration, how^cver, is, what, on 
the removal of these liy]:)othctical conditions, would be the effect 
of the rent gradients becoming less steep? One of the assump- 
tions made v^as that the amount of accommodation taken by 
tenants would be, unalTcctcd by these rating reforms ; whereas 
it is certain that this wuuld not be the case. The price, or the 
rent of house accommodation, would be reduced by the lowering 
of the tax on houses; and this lowering of price would cause an 
increase in tlie consumption. But this increase in the consump- 
tion would only mitigate the fall in rents ; it would not alto- 
gether prevent it unless the demand for house accommodation 
were perfectly clastic, which is certainly not the case. Now 
we have seen, with this hypothetical restriction in force, that 
rents would fall everywhere as a result of these rating reforms ; 
and it follows that, this hypothetical restriction being absent, 
this conclusion would remain true, though the fall would every- 
where be lessened. We have seen that rents w^ould fall most in 
the central districts ; and this conclusion would also remain true 
unless the increase of consumption due to the lowering of rents 
mitigated the fall in rents to a more than proportionate extent 
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in. the central districts as compared with the suburbs. There 
is, however, no reason to believe that this would be the case; 
the considerations already mentioned with reference to relative 
amount of land occupied by tenants in the suburbs and in the 
central districts point, in fact, in the opposite direction. 
Therefore the consideration of the greater demand for house 
accommodation consequent on the lowering of rents docs not 
invalidate tlie conclusion that rent gradients would be rendered 
less steep by the rating of land values. 

The second of our hypothetical conditions was that no migra- 
tion could take place between the difieTont parts of the town. 
The conclusion just arrived at, namely, thnt rent gradients would 
become less steep, is in fact equivalent to concluding that, this 
condition being absent, there wa^uld be an inflow of the popula- 
tion from the suburbs to the central districts. The result of 
this inflow would be that rents paid by the tenants in the centre 
would thus be increased, and those in the suburbs decreased, 
until the original gradient existing before the reform w^as nearly 
re-established. Tenants would, in fact, pay nearly the same 
amount as before for the advantages of the ccmtral situation, 
the demand being very elastic ; and the ground rents paid by 
the tenants w^ould everywhere be iK^aidy similarly aitected. The 
immediate movement of the )K)puhition would be nccc^ssarily 
small ; but the profit obtained by landlords from building would 
be diminished in the suburbs and incrc^ased in the centre until 
the equilibrium w^as pcTinancntly reestablished. 

The conclusion thus arrived at is that the jiopulation of the 
central districts o! towns w'ould be increased,^ and that that of 
the suburbs would be dimiuished ))y the rating of land values. 
But if quantitative results arc desired, we are landed in the 
greatest difficulties, through which 1 have been able to see my 
way but very dimly. In ail English towns with which I am 
acquainted I judge that a very large addition to the yiopulation 
of what may be called the inner half of the town might be made 
without breaking existing laws. A very large effect is therefore 
possible. The increase in the demand for house accommodation 
would do nothing tow’^ards preventing a congestion of bricks and 
mortar in the central districts, which is in itself an evil; but 
it might tend to check the inflow of the population from the 
suburbs by filling up the available space. It must, however, 
be remembered that better building, in the form* of thicker walls, 
Better fittings, concrete floors, &c. , adds largely to the cost of 
houses without appreciably adding to the space occupied by* them. 
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No doubt, however, the larger part of the additional demand* for 
accommodation would take the form of a demand for additional 
space. But if we consider, for example, the case of compara- 
tively low houses, with back yards or gardens, being replaced by 
high tenement buildings, it must be admitted that even a very 
large increase in the space demanded per head would only absorb 
but a small proportion of the additional room thiits obtained ; and 
the fact that there will be an increase in the demand does not 
falsify the conclusion that the rating of land values might, at 
all events, produce a large increase in the central population. 
Whether it would do so or not would obviously depend, amongst 
other things, on the amount of the rate transferred to sites from 
buildings, and on local conditions. If the demand for situation 
were absolutely elastic, each new house built in the central dis- 
tricts would merely draw a certain number of pcc)])lc inwards 
from the suburbs, without a.ffecting the rent gradient. And if, 
as I believe, the demand for situation is, as a rule, very elastic, 
a very small tendency to change in the rent gradient is not 
inconsistent with a large resulting change in the distribution of 
the population. In fact, I can only say that, reviewing all these 
circumstances to the best of my ability, I am led, but with un- 
certain steps, to the conclusion tint a considerable land value 
rate would, in some English towns, produce a very considerable 
increase in the congestion of the population in the central dis- 
tricts. 

The tendencies here discussed, whether centrifugal or centri- 
petal, are, moreover, cumulative in their effects. If a workshop 
or manufactory would be built in the central distric^ts under 
one systtmi of rating, and in the suburbs under another, the 
result would be to |)roduce a corresponding effect on the ixdativo 
demand for, and the supply of, houses in the two districts. 
These new houses, if in the inner ring, would increase the 
tendency for now shops there to appear, and possibly even for 
new maniif{?ctorics ; for producers find it an advantage to be near 
a copious supply of labour. Thus the tendency to crowd towards 
a centre would be iucreased with each result arising from that 
tendency. This secondary centripetal movement would be ac- 
companied by a further relative diminution in the house room 
per head demanded by the inhabitants of the congested regions ; 
and in these districts the benefits in the way of increased accom- 
modation arising from the lowering of the ad valorem rate 
would thus be lessened, or even possibly obliterated. 

Again, the speculative builder wmuld consider what is the 
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probability of a rise in the near future in the value of the site 
on 'which he proposes to build, and, consequently, of any rate 
thereon. If he thought that such a rise was probable, he w^ould 
place the houses closer together, and give them smaller gardens 
than he would have done if he had had no such anticipations; 
because, by such a concentration, a profitable investment .would 
be obtained for a longer time. If builders arc generally right 
in their forecasts, this tendency to concentration would be most 
operative in the directions in which towns will actually extend. 

As a general reply to the foregoing arguments, it may be 
urged that, as most building takes place in the suburbs, there 
will be the region whc're any stimulus to building would most be 
felt; and tliat, consequently, a centrifugal tendency must l)c the 
result of land value rating. This contention is not, I think, 
valid. If in a given time, and in existing circumstances, there 
would be housed 100 new inhabitants in the outskirts, and 
20 in the central districts; and if, after a change in the system 
of rating, the proportion would be as 80 to 40; then a relative 
concentration would bo the result of that reform, although more 
buildings continued to be erected in the suburbs. The growtJi 
of a bush will be made more dense by any stimulus which in- 
creases the growth of the inner branches more than that of the 
outer branches, in spite of the fact that the outer branches con- 
tinue to grow fastest. 

In fact, the spreading of a towm is best regarded as an 
organic growth, gradually increasing the organism from a centre 
outwards, and rnofe or less controlled by artificial nu'ans. The 
character of the whole will depend on the character of the 
nucleus of growth, and on the degree in which the inner parts 
tend to get more compact whilst the outer parts extend. To 
encourage growth is admirable if it be encouraged in the right 
way. Economists have not, however, been sufficiently careful 
to distinguish between a stimulus to invest more caj)ital on the 
same acreage, and a stimulus to invest the same capital per 
acre over more acres. The latter is the stimulus we mainly 
want, as producing the best nucleus of growth. But land value 
rating would also encourage more capital expenditure per acre 
in the centre ; which would unfavourably affect the subsequent 
growth of the organism. In short, common sense tells us that 
ground rents are an indication that people wi^h to congregate 
round certain centres; and if any change were made, like the 
introduction of land value rating, which would make it both 
possible and probable that more house room would be provided 
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near these centres, common sense also tells us that full advan- 
tage would be taken of these possibilities. Suburban inhabitants 
would, it is true, have better house accommodation; but greater 
crowding would take place in the inner half of the town, an 
evil result which might or might not be outweighed by the 
advantages of better accommodation per head. The foregoing 
lengthy arguments merely confirm those dictates of common 
sense. 

It may bo urged, however, that I have assumed without proof 
tliat an increase in the number of persons inhabiting the central 
districts would be an evil, whilst I have admitted that the 
tendency to concentrate is a proof of tlie desire to concentrate. 
Would it not be wisest, it may be suggested, to let men live as 
they wish to live? This contention is, to a certain extent, 
valid; but it cannot be jnislied to extremes, or it would ])oint to 
the rcjH^al of all legislation against overcro waling, and, indeed, 
to the abolition of all restraints. The desire of w^orkmen to live 
near tlaur w^ork may, moreover, be satisfied by the WT)rks moving 
outwards rather than by the employees moving inwards. A 
concentj’ation of manufactories is, at any rate, not what the 
poorer classes W'ant. 

No doubt, howawer, a proof of definite evil results is the only 
justification for any interference wdth the natural growth of a 
town. The concentration of places of business, including the 
offices of manufacturers, which are almost entirely occupied by 
the well-to-do classes, is, on the whole, an advantage. But I 
doubt if any further concentration, even of such buildings, would 
as a rule, be any »considerabIe benefit. As regards both manu- 
factories and workmen’s dwellings, there is certainly an advan- 
tage to employers, and probably, therefore, some general 
economic advantage, in concentration and the resulting plentiful 
local supply of labour. Moreover, it is obviously an advantage 
for families to live near shops, and for onifdoyecs to live near 
their work. * This latter benefit may not, how- ever, result from 
an increased congestion; because, if manufactories were them- 
selves brought closer together, the average distance which the 
employees would have to travel to their w^ork might be increased. 

Against these benefits of concentration, certain very definite 
evils have to be weighed in the balance. A loss of health, com- 
fort, and civilising influences results from any diminution of 
private garden accommodation, or of any other small private 
open spaces. The more storeys houses have, the more un- 
healthy will be the neighbourhood if the sunshine entering the 
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rooms is thus diminished ; and, in the absence of lifts, the more 
uncomfortable the dwellings will be to live in. In crowded 
cities the roadways and pavements are the only playgrounds 
near home for the children ; and, miserable as is this state of 
things, it wnuld be made even worse if the crowd were denser. 
There is also, I think, a. demoralising tendency inherent to a 
closer ‘contact, between different families, even if the actual 
rooms occii]>ied by each arc larger. Many competent judges also 
believe that the air is materially more impure where the popu- 
lation per acre is greater; though, in my opinion, this result is 
not clearly demonstrable. Balancing the evil arising directly 
from any concentration of the population against the previously 
discussed good results, I cannot doubt that the evil decidedly 
preponderates. And, if we take the cumulative results into con- 
sideration, this conclusion is even loore certain. If, as the result 
of these cumulative tendencies in the central districts, the value 
of the land to the landlord wanild be actually increased, and if 
the accommodation of the tenants would actually be made worse* 
then every single evil result of congestion would bo increased 
by the rating of land values. This is not a probable result ; but 
it is possible, and it should therefore be taken into consideration 
in framing our social policy. But, even altogether neglecting 
these cumulative tendencies, the results of any congestion of 
the population due to rating reforms would be an undoubted evil. 

The effect of such reforms on the national weiilth should also 
be considered. As we have already seen, gjound value rating 
would cause more*- houses to be destroyed in the central districts, 
and fewer new houses to be built in the s’ubinhs. But the 
necessary house accommodation would obviously be more cheaply 
supplied if new houses were built in the suburbs, and the old 
houses were left standing in the central districts. If this result 
is more probable under our present system of rating, it can only 
be a comparative loss to the nation, because some tenants are 
deprived of the possibility of moving towards the congested 
centres, a good it appears they would prefer to other goods. 
But if this good be one, like alcohol, the consumption of which 
may be restricted with advantage, then this consideration ought 
not to be allowed its full economic weight in striking the balance. 
Thus it appears that the rebuilding of houses, even if profitable, 
is not necessarily one of th(3 beneficial results of this reform ; 
except, of course, in so far as the more modern accommodation 
thus supplied would add to health and comfort. 

As a general reply to all these arguments against the rating 
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of land values, it may be urged that the resulting increase in 
congestion might be prevented by legislation. Prof. Marshall 
has suggested that a ‘ ‘ fresh air rate ’ ’ should be levied on ground 
Values, and devoted to obviating the evils under consideration. 
With this proposal I have every sympathy ; though possibly the 
results might be disappointing because of the difficulty of de- 
fining the objects and of enforcing the performance. But if 
the rating of land values be first adopted without any such safe- 
guards, as seems likely, judging by recent Bills, their subse- 
quent enactment would be difficult ; because the new revenue 
would have been absorbed, and proposals to divert it to other 
uses would be resisted. If we agree with Prof. Marshall that, 
as regards open spaces, we are considering “ the most important 
public financial responsibility which has not yet been faced 
ought we to Bup]X)rt proposals for the rating of land values 
which omit to deal with this point? 

But here I am dealing mainly with the ell'ect of the proposed 
changes on the density of the population on the land not re- 
served for public uses; and a fresh air rate, as I understand 
the proposal, would not affect this question. In the centre of 
our large cities, especially in these days of steel construction, 
the size of houses is often limited by law and not by economic 
influences. Where this is the case, land value rating would do 
no harm in increasing concentration ; and the increase in the 
rate on such houses would fall almost entirely on the owmer of 
the site. The areas thus alfected are, how’^cver, but small, com- 
paratively spealving ; and too much attention is fipt to l)e directed 
to them because o/ their central position. The question for us 
is rather as to what legislation could effect outside these limited 
areas. Law’s must be, as a rule, of general application; and 
any legislation dealing wdth building lines, width of streets, size 
of rooms, height of houses, and the private open spaces round 
them, which was not unduly restrictive in the congested centres, 
would be inoi^erativc as a check against an increase of the popu- 
lation in the greater part of the town. Legislation w^ould not 
act as a preventative against these evils of concentration until 
they had nearly reached the pitch obtaining in the worst dis- 
tricts. 

In short, if our ideal town bo one in which there is a con- 
centration of high tenement buildings separated from each other 
by wide roads and interspersed with public open spaces, then 
building laws and fresh air rates may satisfy us. But if such 
* Blue Book. Memoranda on Local Taxes, 0. 9528, 1899, P. 124. 
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a dreary ideal be rejected, we should consider every possible 
cause of increased congestion with the view of finding effective 
remedies. 

The general conclusions at which I arrive are, therefore, 
that land value rating would increase the concentration of our 
towns about their already congested centres ; and that this would 
be an 6vil result, which would not be materially lessened by 
legislation. Surely, then, we ought to consider whether the 
benefits claimed for this reform cannot be obtained without these 
evil consequences? With this end in view there is much to 
be said in favour of levying a land value rate as an alternative 
rather than in addition to the existing rate. 

Leonard Darwin 



THE EVOLUTION OF AN INDUSTRIAL TOWN. 


With very few exceptions, the towns which have played a 
conspicuous part in English history prior to the eighteenth 
century have, since the Industrial Revolution, sunk into actual 
or relative insignificance. 

Of the few exceptions, Coventry is one, and it is this cir- 
cumstance which makes an inquiry into her position on the 
threshold of the twentieth century so rewarding. This theatre 
of legendary romance, distinguished by the survival of mediaeval 
customs, of institutions dating from the English renaissance, 
and of seventeenth-century manufactures, is also the chief seat 
of England’s latest born industry, and boasts a population 
advancing by leaps and bounds. 

The causes which led to the original introduction of manu- 
factures into a town situated in the midst of an agricultural 
district, far from the sea coast, destitute of waterways, whose 
sole advantage as a seat of trade would appear to have lain in 
its situation upon the grand trunk road of the kingdom, arc 
somewhat obscure^ Perhaps the chief inducement was the rela- 
tive security from pillage or oppression enjoyed by the city under 
the double guarantee of a charter from Edward the Third, and 
of its owm massive fortifications. In the fifteenth century a busy 
trade was already being carried on in the making of camisoles, 
kerseys, and other antique forms of woollen cloth. A few 
Huguenot rofugees are said to have settled in Coventry shortly 
after the revocation ,of the Edict of Nantes in 1685. As soon as 
steam came into use as a motive power, the near neighbourhood 
of the Warwickshire coalfield at once designated Coventry as a 
manufacturing centre, and a canal, opened in 1769, expedited 
the carriage of the mineral. 

The city was, no doubt, one of the four towns mentioned 
by Macaulay as possessing at least ten thousand inhabitants at 
the opening year of his history, for they were reckoned at 9,500 
in 1643. In the first census year the population was 16,049, 
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and in 1901, just after the absorption of an outlying suburb, 

it was 69,978. It was shown, by a local investigation carried 

out in May, 1906, to have then grown to 83,792, and is esti- 
mated to exceed 87,000 at the present time. The city covers 

an area of over six square miles. Flats are as yet unknown, 
and there are very few tenement houses, although these are on 
the inc^rease, owing to the rapid influx of population. The 
number of inhabitants per acre only slightly exceeds twenty, 
as against thirty-six in Hampstead, London’s most favoured 
suburb. According to the general census, three-fifths of the 
tenements consist of five rooms and upwards, and only 4*77 of 
the population live under conditions of overcrowding, i.e., with 
more than two inmates to a room. This proportion compares 
very favourably with Birmingham’s 10 per cent, and London’s 
16*1 per cent. The amount of overcrowding is probably here 
somewhat understated, and the local investigation of last year 
showed that overcrowding prevailed amongst 5*3 per cent, of 
the inliabitants. Although the city is growing at the rate of 800 
or 1,000 houses a year, builders of small house proi)erty cannot 
keep pace with the demand. Numbers of workmen lodge in the 
town during the week, and return to their homes within a radius 
of tw^enty or thirty miles for Sundays. Such men would not 
figure in the general census returns, but only in those of the local 
investigation, which w^as held on a Wednesday on purix)se to 
include cases of this kind. Some of the increase is thus accounted 
for. 

The towui is surrounded on all sides except the north-east by 
an entiredy rural environment of pleasantly w^ooded undulating 
country. On the north-east, it gradually thins out into a semi- 
urban district surrounding tlie collieries of Bedworth, and 
stretching towards Nuneaton. . This neighbourhood embraces 
much of the scenery of George Eliot’s earlier novels. Immediately 
on the southern outskirts lie stretches of open common land. The 
atmosphere is clearer than is usual in manufacturing centres, 
owing to the extensive use of gas-engines in the factories, which 
j^roduce little smoke. 

Thus the absence of flats and tenements, and apparently of 
the in tenser forms of overcrowding, combined with ready acces- 
sibility to the open country and with uncontaminated air, all 
makes for wholesome environment and healthy life. On fine 
Sundays and early closing days, streams of cyclists of every class 
are to be met with in the roads and shady lanes leading out of the 
town. 
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There is a debit side to the account, however. The pictures<jue 
and the antique too often exact a penalty. The centre of the city 
is composed of narrow lanes of houses, many of them of the 
timber-framed mediawal type, with projecting upper stories 
which shut out the sun’s rays from the lower rooms and even from 
the streets. Every here and there peeps out an old school or 
almshouse, such as Ford’s Hospital, or a bit of the anciefnt city 
wall. Eound this mcdiawal core is a zone of dingy red brick 
streets dating from the late eighteenth and early nineteenth 
centuries, and designed according to the usual domestic architec- 
ture of that pro-sanitary and antisesthetic period. The large 
upstair windows characterising many of these houses are a 
survival from the golden age of the silk industry, when the looms 
were placed on the upper floor so as to obtain light for the weavers 
to work in, the dwelling rooms being underneath. 

A false economy has too often utilised the plots of ground 
behind these houses for erecting courts of from two or three to a 
dozen or more cottages, built back to back, with no means of 
through ventilation. This description does not apply to all 
the courts, of which there still remain nearly three hundred, 
though several have been pulled down. A number are really small 
squares rather than courts. Many of these courts accommodate 
much the same class of respectable artisans as do the streets out 
of which they open, though others serve. as a catch-all for the dregs 
of the population. Here and there rents are very high, exceeding 
three shillings a room. Generally speaking, however, rents for 
working-class dwellings average about one shilling and threepence 
a room. Now fivc-roorncd houses let at six shillings a week and 
upwards. The Corporation is about to erect some houses of this 
type, and a few containing two flats each. 

Till a few years ago, the drainage was defective. An 
insignificant stream called the Sherbourne crawls through the 
town, and into this inadequate channel the sewage of the city 
was discharged, to become a nuisance and sometimes a source 
of disease to the villages lower down in its course, and of litigation 
to the Corporation. A sewage farm is uow^ in operation at 
Baginton, three miles from the city. 

As a whole, how^ever, Coventry is a fairly healthy town. The 
average corrected death-rate for ten years ending 1906 was 16*38, 
and the infantile death-rate was 141. For a population of town 
artisans, the latter, is not very high, and the health visitor states 
that, so far as her experience goes, about two-thirds of the infants 
are entirely breast-fed. The bii’th-rate has declined from an 
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average of 29*7 for the decade to 28*8 last year, and the marriage- 
rate declined still more rapidly till last year, when it rose to 19*1. 
Dearth of house accommodation may have acted as a check. In 
view of the recognised connection between birth-rates and infantile 
mortality on the one side, and the employment of married women 
in factories on the other, it may here be mentioned that Coventry 
compares favourably with many other manufacturing towns in 
this respect. It was recently ascertained that only 388 out of 
5,149 females engaged in 65 factories in the town were married 
women, and the i>ercentage of wives and widows in employ- 
ment between the ages of 25 and 35 for Coventry is only 9*9. 
In Nottingham it is 21*2, and for Blackburn 53*5. 

The superabundance of a youthful element among the 
}X)pulation, not a common feature in our older towns, no doubt 
lowers the death-rate. The distribution of the iX)i)ulation in 
age-groups appears in the following table : — 

Table A.— Distribution of Population according to Ages. 

Per thousand of population of 


Age-group. 

England and Wales. 

Coventry 

Under 6 

114*2 

122 

5 to 10 

107*2 

106 

10 „ 15 

102*7 

98*7 

15 „ 20 

99*7 

100*9 

20 ,, 25 

95*9 

99*4 

25 „ 35 

161*5 

190*9 

35 45 

122*8 

119*9 

45 ,, 55 

89*2 

82*2 

55 ,, 05 

69*7 

54*4 

G5 „ 75 

33 0 

32*6 

75 ,, 85 

85 and upwards 

12*0 

12*1 

1*5 

1*4 


Only 51*59 per cent, are females. This proportion is less 
than that for the whole kingdom, or for many .of our large 
towns, including Birmingham, which Coventry in some respects 
resembles. The causes are no doubt the absence of any large 
wealthy residential class, and the growth of metal trades which 
afford little scope for women’s labour. 

That Coventry is a city of artisans and the smaller middle 
class is indicated by several symptoms besides the appearance 
of the streets, thronged with sudden swarms of factory hands 
as the dinner hour booms from the clock tower. First, there 
is the paucity of fcanale domestic servants. The proportion which 
this useful class bears to a community offers a fairly good 
index to the standard of comfort attained in* that community. 
In Ham|)stead there are eighty to every hundred householders, 
in West Ham only nine, and in Birmingham eleven. In 
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Coventry the proportion just under eleven, and female 
domestics form only 24*5 per thousand of the population. 

A second piece of evidence lies in the very large proportion 
of boys and girls in their fifteenth year who are already earning 
wages. It is 79 ’5 per cent, of the boys and 62 '4 of the girls. 
Such high figures are equalled by very few large towns- outside 
the great textile centres. For the metropolis the correspond- 
ing percentages are only 60*1 and 33*0. 

A third indication is given by the small proportion of males 
who are unoccupied or retired, or whom the census describes 
as engaged in Class III., “Professional occupations and their 
subordinate services.” Among a thousand males above the age 
of ten, 138 are unoccupied or retired, and 18*7 belong to Class 
III. In this respect Coventry is on a level with Birmingham 
and some of the industrial centres of Staffordshire and 
Lancashire. By way of contrast, Bournemouth shows 240 per 
thousand as unoccupied, and London 39 as belonging to pro- 
fessions. 

At the other end of the social scale, Coventry is happy in 
possessing less than the average, for large towns, of men of 
the building and general or undefined labouring class, which 
too often means that stratum of casual labour whence the 
exi)loited and the uneni 2 )loyabic are chiefly recruited. 

Anotlior department of industry which is rather scantily 
represented is that of transpoi't. Only one railway company’s 
line passes through the city, there is only one large station, 
and, though a (couple of branch lines run out from it, it is not 
a junction of much importance; therefore the railway staff is 
small. IS' either are there as many carmen as in most com- 
mercial centres. Thus it is that only 3’8 per cent, of males 
above the age of ten are engaged in transport, and the propor- 
tion of coachmen and cabmen is only three-quarters that of 
Birmingham. Indeed, the city is heavily handicapped through 
the absence ol railway facilities commensurate to her growing 
size and trade. In order to save a few miles between the York- 
shire coalfields and the metropolis, the Great Central has driven 
its line through the little town of Kugby. It would have done 
better, ))ossib]y, for its shareholders if it had tapped the traffic 
of Coventry. In the |>roduction and distribution of clothing the 
proportion of those engaged are 2*56 per cent, of males and 
4*16 of females. For the supply of food, drink, and lodging the 
percentages are 6*11 and 2*09. These are all somewhat below 
the pro^KDriions for England and Wales, one reason being that 

c c 2 



360 THE ECDIsrOMIG JOtJBKAL [SEPO?. 

the. borough is not a centre for big breweries or for the produc- 
tion of artificial food-stuffs, such as cocoa or jam, requiring the 
services of many hands. The market to be supplied is mainly 
that of the place itself, and the surrounding thinly-populated 
rural districts. 

On the whole, then, Coventry may be described as a pro- 
ductive and not as a distributive centre. 

It has long held this position. It was one of the centres of 
the English cloth and worsted industries of the later middle 
ages, when the proverb “As true as Coventry blue” paid a 
compliment to the quality of the local dyes, and several of the 
trade guilds connected with them and founded during that period 
still survive. Of these, the Drapers’ Company, dating from 
Edward the Second’s reign, is perhaps the most flourisliing. 
Its property yielded £200 a year in 1832, when its present hall 
was built. The Mercers’ and the E’ullers’ Companies are still 
in existence, although the latter would probably have become 
extinct half a century ago had not its sole surviving member, in 
1860, nominated seven others. The oldest of all, the Bakers’ 
Company, dating from 1205, is represented by the Master 
Bakers’ Association of to-day, the inheritors of its block. 

Since the fifteenth century Coventry has suffered from 
recurrent spells of depression arising from the decay of her 
staple manufactures, and marked by a temporary loss of popu- 
lation, and eras of prosperity wafted in by the introduction 
of new industries better adapted to the requirements of con- 
temporary society. Of the latter periods, the first half of the 
eighteenth century, and the last twenty yeUrs, have been the 
most conspicuous. Watchmaking and the manufacture of silk 
and ribbon took their rise at the earlier date, when the manu- 
facture of cloth was approaching extinction. The only reason 
why they should have sprung up in Coventry rather than in 
such other Midland towns as Leicester or Northampton would 
seem to be that among the Coventry people there was a group of 
operatives already accustomed to working in common. Still, it 
was probably in some measure a matter of chance. The seat 
of manufactures of imported material, such as silk, says Adam 
Smith, “as they are generally introduced by the scheme and 
project of a few individuals, is sometimes established in a mari- 
time city, and sometimes in an inland town, according as their 
interest, judgment, or caprice happen to determine.” Pos- 
sibly the opportunities for borrowing capital on easy terms, placed 
within reach of the enterprising and energetic by the loan chari- 
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ties (estimated to have advanced £3,000 in 1690), may have acted 
as an incentive. 

Watchmaking dates from 1710, and appears to have been 
pursued with success, since the mayor for the year 1727 was 
chosen from the members of that craft. It continued to be one 
of the two staple trades for more than a century. Jn 1861 
there were 90 manufacturers, employing 1,250 journeymen, 667 
apprentices, and only 30 females. But the competition of the 
Continent and the supersession of manual dexterity by the 
adoption of machinery had already set in, and the palmy days 
of the craft were over. Yet 2,600 persons described themselves 
as engaged in its many subdivisions in 1901. 

The rise and decline of the other staple, namely, silk, has 
been contemporaneous. First attempted in 1690, shortly after 
the flood-tide of Huguenot immigration had set in, in 1716 it 
had become so flourishing that a single citizen, one Thomas 
Bird, is described as giving employment to two thousand hands. 
Not all of these, probably, were dwellers within the town itself, 
for in 1818, when 2,260 power-looms and 1,(){)8 hand-looms 
were running, out of 13,000 weavers, winders, warpers, and 
others employed, 8,000 are described as belonging to the vicinity. 
Eight years later, on the occa;sion of a ixirliaincntary inquiry, 
120 ribbori-manufacturing firms claimed to find employment for 
20,000 persons. Changes in fashion, togedher w^ith foreign com- 
petition, favoured by the commercial treaty with France, subse- 
quently reduced the demand for the finished article to such an 
extent that only twa?nty firms remained in thef business in 1869. 
The industry very largely a domestic .one pursued in the 
operatives’ own homes. These last were often built in terraces 
in order that thci power from a single engine might be available 
for the looms in a number of houses. 

Owing to the causes above-mentioned, the depression and 
consequent distress wavs so great in 1861 that a relief fund 
amounting to £10,000 w'as raised. Notwithstanding this 
measure, the distress w^as intense enough to leave its mark on 
the census records. So many bread-winners had to go further 
afield in search of a livelihood that the )x)pulation had declined 
by 7 per cent, in 1871, or from 40,396 to 37,670. 

At the saiTK', time, initiative in planning novel productions 
and })roccsses ha,s not been w^anting among the citizens. The 
introduction of the Jacquard loom and of interweaving words 
and pictures in colours in ribbons ludjied to stave off the evil 
day. In 1862 the production of elastic webbing was first under* 
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taken, and is still carried on by half-a-dozen firms. The manu- 
facture of sewing machines was taken up about 1870, but within 
a few years had been superseded by that of the newly-invented 
cycle. Not only the human but even the mechanical portion 
of the equipment of the sewing-machine factories was adapted, 
so far as possible, to the processes of the dawning industry. 
At the present moment the great cycle companies, of which 
one, the Eudge-Whit worth, alone employs 1,800 hands, are 
taking up the manufacture of motors as quickly as the neces- 
sary appliances can be set up. Thousands of hands will prob- 
ably find employment in the ordnance works newly established 
by Messrs. Camrnell, of Sheffield. 

At the same time, the inherited industries have still their 
representatives among the industries of to-day. The Leigh 
Mills spin worsted ; several ribbon and silk-dyeing works are 
in operation ; and several firms and companies, a co-operative 
society among them, manufacture watches. For the rest, the 
census classification of ages in combination with occupation is 
eloquent of the passing of Coventry from a textile to a machine- 
producing centre. The annexed table brings out this fact 
clearly. 

It shows us that, of all the occupied males in Coventry, 
those between the ages of ten and twenty-five form 32*6 per 
cent., or almost one-third, and those above the age of forty-five 
form 23*4 per cent., or less than a quarter. In the case of 
females, single, married, and widows included, the percentages 
at the same ages are 67*6 and 15*8 respectively. So far as 
males are concerned, the age-grouping in the building trades is 
not materially different from that in all employments taken 
collectively. This trade is selected for comparison because it 
comprises a large section of the population, and because the 
conditions obtaining in it are fairly stable, and have been undis- 
turbed by such changes as an influx of female labour, or the 
introduction of new motive power or processes, to any great 
extent. It has supported a comparatively uniform proportion of 
the male population, oscillating during the twenty years, 
1881-1901, between 82 and 93 per thousand. So it may fairly 
be taken, in conjunction with the total population, as fixing 
a standard of normal age-distribution. 

A sFarp contrast is offered by the metal and machine and 
cycle-making industries. For these, lads and young men below 
the iBge of twenty-five make up more than two-fifths ‘of the 
urmy of employees. Even in the older industry of engineering, 
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44-6 
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' The percentages for Birmingham refer to persons engaged on all classes of 
vehicles, but two-thirds of the males and nearly all the females are engaged in the 
cycle and motor trade. 


the uao of highly-speeded machinery demands the keen sight 
and nimbleness of youth. Middle-aged men cannot keep pace 
with it. Hence those above the age of forty-five are only 13*1 
per cent, of the whole. Many of these would prove, on closer 
inspection, to be foremen. The cycle trade was only some 
quarter of a century old at the date of the census, and the 
construction of motors was, in England at least, in its early 
infancy. In 1881 the grand total of persons employed upon 
cycles throughout the country was only 1,072. In the next ten 
years it had multiplied tenfold, and stood at 11,524, and in 1901 
at 31,466, including motor workpeople, of whom only one in ten 
had passed middle life. 

Among watchmakers and weavers the centre of gravity shifts 
completely. A bare though actual majority of the males in the 
watch-producing trades are past middle life. No doubt the word 
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watchmaker is applied to those who deal in that article as freely 
as to those who make the parts or put them together. As a 
matter of fact, however, there are not above two dozen watch- 
shops in the whole town, so that the preponderance of the 
elderly exists among the mechanics themselves quite inde- 
pendently of the dealers. 

This characteristic is yet more strongly marked when we 
turn to the textile industry, and especially to the silk-weaving 
branch which forms its most important section. In this depart- 
ment the men over forty-five are nearly as ten to one of those 
under twenty-five, and even in the new^er textile trades which 
are taking its place they are more than dou])le. However, the 
textile is a notoriously feminine art, and the number of females 
engaged in it far exceeds that of males. But among the former 
also we find that the elderly, and also the married and widowed, 
though they do not pre|X)ndcrate, form a far larger fraction 
among silk weavers than in any other non-domestic occupation. 

So far as these wreavers are concerned, their displacement 
wrould seem to result from a decline in the demand for the article 
they produce, although, as we have seen, the ribbon industry 
is not dead. 

With the w^atch trade it is otherwu’se. In this case change 
of fashion is out of the question. The article supplied was 
never more indis|>ensable than to-day. But, in order to retain 
their business, manufacturers have been compelled to alter their 
methods, and to substitute jx)w^cr-drivcri machinery in the place 
of manual tools.' At the same time, a number of girls and 
young women are being taken on. " 

The watch trade in Coventry is in this peculiar position. 
On the one hand, it is an apprenticeship trade. To have served 
an apprenticeship gives a title to the freedom of the city. This 
is no empty honour. The freemen, who number about three 
thousand, possess in their corporate right certain lands and 
invested property. From the resulting revenues a fund, known 
as the Freemen’s Seniority Fund,” has been established, out 
of which allowances are annually made to decayed freemen, 
tlourneymen in the watch trade, having served an apprentice- 
ship, have therefore a claim on the Seniority Fund. While a 
privilege of this kind must tend to retain men in the trade, or 
at least in the town, there is another cause, besides the adoption 
of mechanical processes and of girl-labour, which operates in 
the contrary direction. During the latter stages of his appren- 
ticeship a lad is earning a paltry four shillings a week at an 
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age when, with like perseverance, he could be earning a pound 
or more as a mechanic. 

Formerly, the old trades were largely hereditary, the son 
being apprenticed to his father, but, for the reason just stated, 
this custom is giving way. Apprenticeship even here is dying 
out. Numbers of the quicker and more intelligent men, especi- 
ally among the younger hands, are leaving the watch trade and 
going into cycle, motor, and engineering workshops, where 
apprenticeship is unknown. They go in the first instance as 
labourers, but in this josition tho^y arc very soon able to qualify 
themselves as skilled mechanics. The classes in the local 
technical school, which is a very well equipped institution, are 
helpful here. Of course the older men are at a disadvantage when 
they cannot find berths as time-keepers, insurance agents, and in 
similar situations, ddiey have to turn to unskilled labour, at any 
rate until age entitles them to claim an allow’ance. 

We have seen that the ranks in the modern trades arc fed 
from the young. The recruits arc drawn from outside as well 
as from the rising generation of the townsfolk. How many of its 
present inhabitants are indigenous to the city itself cannot be 
stated. In 1901, 21*5 per cent, of the males and almost exactly 
one-fifth of the females had come from outside the shire itself. 
Among the residu(^ natives of Birmingham and of rural Warwick- 
shire would probably run into several thousands. There is no 
large colony of foreign-born persons at present. The number of 
births occurring between 1901 and 1906 was somewhat above 
elov(‘ri thousand. The additional three thousand requii*ed to bring 
up the ix)pulation to its ascertained number on May 23rd, 1906, 
must therefore have been supplied by immigration. 

The Town Council has established a Labour Bureau, situated 
just outside the market in the middle of the town. Applications 
are made in person by quite a number of decent men of not at all 
the unemployable class, some of them cycling in from ten or 
fifteen milds round. In a list of applications just received the 
present writer noticed that Birmingham, Bugby (where a big 
engineering firm was slack at the time), London, aivi Leicester 
contributed the greater part, in the order stated. By canvassing 
among the leading firms the official in charge is able to find the 
men situations as skilled mechanics, and not merely as unskilled 
labourers, and the men, unless they leave to better themselves, 
generally continue in the positions found for them. At the 
beginning of this year nearly 500 names were on the books of 
the Bureau, but they had dropped to 300 by the end of January. 
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During last March 124 workpeople applied, 78 situations were 
offered by employers, and 70 men were found work. With some 
of the principal firms the Bureau is connected by telephone. 

Compared with other Midland towns, wages are good. In 
some branches of the metal trades they are a halfpenny higher 
than in Birmingham. The briskness of the building operations 
has led' to an agitation this spring for an advance. The matter 
has gone before the Board of Trade arbitrator, who has decided 
against any alteration in the present scale, according to which 
labourers receive 6d., carpenters 8d., and plumbers 9d. an hour. 
Thus the standard price of the main d'ceuvre^ or unspecialised 
manual labour, is fixed at sixpence an hour. 

Although callings are less frequently inherited now than in 
past times, the custom seems still to cling to its old haunts. If 
we trace some of the less common names we shall probably find 
that between a quarter and half of them belong to persons who 
follow the same occupation. Six out of eighteen persons named 
Marston are in the silk trade. Five out of six Finchers are 
gardeners; four out of eight Norths, five out of ten Players, and 
seven out of tw^enty-three Eaves are watchmakers, and, what is 
more significant, four out of seventeen Satchwells and six out of 
twenty Worralls are engaged in one department of that trade, 
and are watch-dial makers. The inference is strong that the 
bearers of the same name are related. 

So, too, certain occupations affect certain localities and certain 
thoroughfares. Tw^elve out of nineteen residents in Boston Place 
are weavers. In, Brook Street live five weavers all in a row. 
Half the occupants of a street will frequently turn out to be 
machinists. The south-west is the watchmakers’ quarter. 
There are forty watch hands in one street of ninety ^Dne houses, 
and twenty-five in another of ninety-five houses, and so on. For 
a quarter or a third of the residents in many streets in this district 
to be engaged in the watch trade is quite usual. Saxon-sounding 
names, such as Oswin, crop up here and there, arid there are 
twenty-one families of Shakespeares. The surnames of nearly all 
Coventry’s many benefactors of the sixteenth and seventeenth 
centuries survive among the present citizens. 

To attempt even a brief survey of the mass of endowed 
charities, the accumulation of centuries, for which Coventry is 
famous, would form a story by itself. But they must not be 
entirely passed over without reference, because there can be little 
doubt that, taken in conjunction with the Freemen’s Seniority 
Fund already mentioned, they tend to mitigate the distress 
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occasioned among elderly operatives by changes in trade and in 
industrial processes, to which, as we have seen, Coventry has 
been peculiarly subject. Including pension charities, but not 
including the Freemen's Seniority Fund, which is not a charity 
in the ordinary acceptation of the term, the amount distributed 
to beneficiaries by the endowed charities of the city cannot fall 
far short of <£7,000 p(3r annum. 

This view' receives support from the Poor Law returns, which 
indicate that the extent of pauperism in Coventry is much below 
the level of other large towns and of England as a whole. 

C. H. d'E. Leppington 



SOCIAL IMPEOVEMENT IN THE LIGHT'OF 
MODERN BIOLOGY. 

Durino the last six or seven years great progrc'ss has been 
made in the study of heredity among plants and animals. In 
1900 the principles enunciated by Gregor Mendel nearly forty 
years earlier were redisc^overed, and since that time, through 
the labours of Mr. ILteson and oth(;r biologists, th(3y have been 
successfully applied to the solution of many hitherto intractable 
i:xroblcms. Two books of a jx)pular character describing the 
progress made have recently been published I)y enthusiastic 
workers in this field, Mr. Punnett^ and Mr. R. H. Lock.^ The 
general drift of modern doctrine has in this way been rendered 
easily accessible to laymen and, among others, to tliose who study, 
with a view, if possible, to improving the conditions of social 
life. The question I pro|K)se to raise in this article is, What 
light does biological science in its present stage of development 
throw upon their special 2 >roblem? 

That qiicstion'^the biologist himself has not only already asked, 
but is already tentatively endeavouring to answer. At the close 
both of Mr. Punnett’s and of Mr. Lock’s books it js suggested, 
in no uncertain terms, that the whole point of view' from which 
social reform is at present regarded is mistfiken. Hygiene and 
education, the panacea of the popular politician, arc, suggests 
Mr. Punnett. fleeting palliatives at best, which, in postponing, 
but augment the diflicultics they profess to solve. . . . lYrmaTKjnt 
progress is a question of breeding rather than of pedagogies; a 
matter of gametes, not of training.”'"^ Mr. Lock is even more 
emphatic ; and the views of these writers on the practical, though 
not, of course, on the theoretical, side are substantially in agree- 
ment with those of Professor Karl Pearson. 

Now, opinions of this order expressed by scientifu* workers 
^ Mendelism^ by R. G. Pun nett. 

® Becent progress in the sticdy of Variation^ Heredity and KvoluUon^ by 
B. EL Lock. 8 Mendelism^ p. 81, 
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are necessarily of great interest, and demand careful attention. 
It is well, however, to beware of too great deference to authority. 
There is a region in which the biologist is master ; but jthere is 
another in which he is merely fellow-student. When he seeks 
to apply biological knowledge to social questions, it is in the 
latter, and not in the former, capacity that he is speaking. 
For, while in respect of these questions biology furnishes some 
essential data, there are other data, no less essential, which it 
does not furnish. It is not, therefore, to the biologist as such, 
but rather to the student of society, that the duty falls of gathering 
these data together, of relating them to one another, and of 
evolving from the whole some light and guidance for statesman- 
ship. It is for that reason, and not with any design of intruding 
amateur opinions upon the domain of biology proper, that I am 
venturing to submit the considerations that follow. 

At the outset one important line of demarcation may be laid 
down. The search for ways of social amelioration is a mixed 
problem of ends and means. It involves the questions : both 
what kind of society is good, either absolutely or relatively, to 
some other kind, and by what means is the desired kind of 
society most likely to be brought about. The former of these 
questions is wholly ethical. It turns exclusively uipon the deter- 
mination of values. No positive science, whether it be economics, 
chemistry, physics, biology, or any other, touches it in the 
smallest degree. Positive science tells us what effects given 
causes tend to produce ; it does not tell us what effects are good. 
Before the social reformer calls biology to his aid he must have 
decided on quite lother grounds at what end he desires to aim. 
The help biology affords him is of necessity confined to the 
question of •means. 

Suppose, then, that the social reformer has decided what 
kind of society he wishes to produce. His reference to biology 
will concern three points : first, can the qualities of subsequent 
generations* be improved by changes in the environment of the 
present generation, unaccompanied by any other change; 
secondly, can they be improved by changes in respect of parent- 
age, unaccompanied by any other change; thirdly, in actual 
practice, when these two classes of change cannot be really 
separated, what course ought a statesman to pursue? 

I. 

The answer to the first of these questions turns in part upon 
the old problem of the inheritance of acquired characteristics. 
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The dominant view at the present time appears to be that the 
germ-cells that will ultimately form the offspring of a living 
being are distinct at the outset from those that will form the 
body of that being. “ It is a reversal of the true point of view 
to regard inheritance as taking place from the body of the parent 
to that of the child. The child inherits from the parent germ- 
cell, not frpm the parent body, and the germ-cell owes its charac- 
teristics, not to the body which bears it, but to its descent from 
a pre-existing germ-cell of the same kind. Thus the body is, as 
it were, an off-shoot from the germ-cell. As far as inheritance 
is concerned, the body is merely the carrier of the germ-cells 
which arc held in trust for coming generations.”^ If this view 
be sound, it would appear that those definite characteristics of 
an organism whose appearance is determined by the presence 
of definite structures or substances in the germ-cells cannot be 
directly affected by ancestral environment. It is only charac- 
teristics of an indefinite quantitative kind, such as may be 
supposed to arise from the intercommunication of the germ-cells 
with the other cells of the body and the reception of fluid or 
easily soluble substances from them, that can be affected in this 
way. It is the dominant view among biologists that this latter 
class of characteristics is, relatively to the other, of small import- 
ance.^ Whether or not the variability, i.e., tendency to spon- 
taneous variation, in the germ-cells themselves, is affected by 
environment is a question in regard to which little is at present 
known. 

The general bearing of the theory I have been describing 
upon our problem is sufficiently plain. It 8how*i that the original 
properties of a child are not likely to be affected to any important 
extent by the circumstances in which the parents’ lives have 
been passed. ” Education is to man what manure is to the pea. 
The educated are in themselves the better for it, but their experi- 
ence will alter not one jot the irrevocable nature of their 
offspring.”^ And “Neglect, poverty, and parental ignorance, 
serious as their results are, (do not) possess any marked hereditary 
effect.” ^ 

So much is biological fact; and, up to this ixunt, the socio- 
logist is silent. When, however, Mr. Punnett and others proceed 

^ Wilson, The Cell in Development and Inheritance, p. 13 ; quoted by 11. H. Look 
(p. 68). 

® Lock, Variatio7i and Heredity, pp. 69 and 70. “ Mendelism, p. 81. 

* Eichbolz, Evidence to the Committee on Physical Deterioration, Eeport, 
p. 14. Cf. ih. p. 46. Dr. Eiohholz’s view appears to be formed d posteriori i and 
not to bo an inference from general biological principles. 
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to the inference that permanent progress is a matter of gametes 
and breeding, and cannot be brought about in any other way,^ 
they have entered the field of general philosophy, and the task 
of criticism begins. The central point is this. The entity which 
biology declares to be unaffected by ancestral environment is a 
different entity from that to which the conception of progress 
applies. The original properties of the next generation are deter- 
mined by the nature of the germ-cells that produce them, but 
the goodness to which the social reformer looks is goodness of 
concrete men and women and not of original pro|>ertie8. In 
the formation of these concrete persons original properties do, 
indeed, play a part, but not a predominant part. Other elements 
are also of great importance, and among them ancestral environ- 
ment is included. 

It is included in two ways. First, it acts directly. The 
environment of the mother during pregnancy is environment 
also for her unborn child. There are acquired diseases of the 
mother by which, apart altogether from original properties, the 
embryo in the womb can be infected. There are strains to 
which the mother can be subjected, in factory work and so on, 
through which its character can be greatly modified. In short, 
as medical men are every day declaring, the circumstances of 
the mother, during the pre-natal life of the child, may exercise 
an enormous influence upon his future well-being. 

But ancestral environment also acts indirectly. It is obvious 
that the current environment actually enjoyed by a living being 
co-operates with his original properties to form the sum of his 
qualities. Ancestral environment plays a part hecause it reacts 
upon current environment. Though education cannot influence 
new births in the physical world, it can influence them in the 
world of ideas and ideas, once produced or once accepted by 

^ Of. Mendelism, p. 70. 

An intorestiDg comparison can be made between the process of evolution in 
those two worlds. In both we find three elements, the occurrence of^ propagation 
of and ccniflict hetioeen mutations. 

In both worlds the kind of mutations that occur appear to bo fortuitous, and 
cannot be controlled, though in both it is sometimes suggested that tlie tendency to 
mutate is encouraged by largo changes, and particular kinds, of environment. In 
both with every increase of variabiLity the chance that a “good” mutation will 
occur is increased, llonco, ceteris paribus^ environment that makes for variability 
is a means to good. Thus, of local government, Professor Marshall writes : “ All 
l^ower of variation that is consistent with order and economy of administration is 
an. almost unmixod good. The prospects of progress are increased by the 
multiplicity of parallel experiments and the intercommunion of ideas between 
many people, each of whom has some opportunity of testing practically the value 
of his own suggestions.” {Mem, to Commission oji Local Taxation, p. 123, C/. 
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a jmrticular generation, whether or not they can be materialised 
into mechanical inventions, may remodel from its very base the 
environment which succeeding generations enjoy. Nor are 
these reactions confined to ideas. “ Any change that affords 
to the workers of one generation better earnings, together with 
better opix)rtunities of developing their best qualities, will increase 
the material and moral advantages which they have the power 
to offer to their children ; while, by increasing their own intelli- 
gence, wisdom, and forethought, such a change will also to some 
extent increase their willingness to sacrifice their own pleasures 
for the well-being of their children.” ^ Those children, in turn, 
being themselves rendered stronger and more intelligent, will 
be able, when they grow up, to offer a better environment to 
their children, and so on. The effect goes on piling itself up. 
Changes in ancestral environment start forces which modify 
continuously and cumulatively the conditions of succeeding envir- 
onments, and through them the human qualities for which 
current environment is in part responsible. Hence, Mr. Punnett's 
assertion is unduly sweeping. Progress — not merely permanent, 
but growing— can be brought about by methods of social reform 
with which breeding and gametes have nothing whatever to do. 

II. 

The second question that I distinguished was : Can the quali- 
ties of subsequent generations be improved by changes in respect 
of parentage unaccompanied by any other change? There is 
no doubt about the fact that characteristics of parents which 
have not been acquired — natural endowments, so to speak — do 
tend to be inherited. That this is the case is a fundamental 
principle of the Mendelian school, and it is confirmed by the 
statistical investigations of Professor Karl Pearson and his 

also Booth, Industry, V., p. 80, and Hobhouse, Democracy and Reaction 
pp. 121—3). 

The propagation of mutations, on the other hand, does not proceed in the same 
way among ideas as among organisms. Among the latter the fertility of mutated 
members is not, but among the former it is, affected by their adaptation or 
otherwise to successful struggle. Animals that are* failures and those that are 
successes are equally likely to have offspring. But among ideas, those that fail are 
likely to be barren, and those that suebeed to be prolific. 

Still more marked is the difference between the character of the struggle that 
takes place between mutated members in the two groups. In the physical world 
the process is negative ; the failures are out off. In the world of ideas it is positive ; 
successful ideas are adopted and imitated. It is for this reason that a successful 
experiment diffuses itself so much more apidly than a successful “ sport,” 

1 MarshaU, Principles of Economics^ 646. 
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followers.^ Our question, therefore, resolves itself into one of 
practice : is our knowledge sufficient to enable this fact to be 
successfully utilised for purposes of social improvement ? Man is 
the most complex of animals, and the study of inheritance in man, 
particularly on the mental side, has not been carried far. It is diffi- 
cult in the concrete to distinguish characteristics which have been 
from those which have not been acquired. The task of determin- 
ing what are ‘‘unit characters’" in regard to human qualities 
has scarcely been touched ; and on the problem how far dijfferent 
unit characters are or may be correlated practically nothing has 
been done. We are thus surrounded by so much ignorance that 
the utmost caution is essential. Mr. Doncaster has well observed : 
“ In this direction empirical rules and common sense must still 
be followed, until the time shall come when science can speak 
with no uncertain voice.” ^ More recently Dr. Gallon has lent 
the weight of his authority to this opinion : ” Enough is already 
known to those who have studied the question to leave no doubt 
in their minds about the general results, but not enough is 
quantitatively known to justify legislation or other action except 
in extreme cases.” ^ 

This docs not mean, however, that no use at all should be made 
of the knowledge that we already possess. There are extreme 
cases. Not a few medical men are urging that propagation 
among the obviously unfit, those afflicted with definite hereditary 
taints, the imbeciles, the idiotic, the sutl’erers from syphilis and 
tuberculosis, should be authoritatively restrained. No doubt our 
procedure in the matter should be rigorously guarcied. But occa- 
sions frequently arise when such tainted persons, whether on 
account of crime or of dementia, are compulsorily passed into 
governmental institutions. It appears that sterilisation can be 
affected in either sex by a simple operation that carries few 
incidental ill-effects.^ Has not the time come when, with due 
safeguards and^ under proper restrictions, this method of social 
improvement could bo recognised and employed? 

^ An interesting enquiry into the inheritance of ability as indicated by the 
Oxford class lists and the School lists of Harrow and Charterhouse has recently 
been published by Professor Schuster (Dulah and Company, 1907). It should bo 
observed that the value of his results is in some measure— it is not possible to say 
in what measure— impaired by the fact that the possession of able parents is apt to 
be correlated with the reception Af a good formal and, still more, informal education. 
Professor Schuster argue8,(p. 23) that the error due to this circumstance is not likely 
to bo large. (C/. also Karl Pearson, Biometrika^ Vol. III. p. 166.) 

® Independent Review, May, 1906, p. 183. 

® Probability the Basis of Eiigenics, p. 29. 

* Of, R. R. Rentoul, M.D., Race Culture or Race Suicide, Chapter XX. 

No. 67.— VOL. XVII. D D 
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III. 

In the last paragraph I have trespassed somewhat upon the 
ground covered by my third question, the general question, 
namely, of right governmental action. There is, however, much 
more to be said under that head. First, it will be well to set 
out the dominant factor in the present situation. This has often 
been expressed in general terms. It is illustrated in detail by 
Mr. Heron’s recent statistical enquiry with regard to the Metro- 
polis. Selecting various districts, he found the correlation 
between the number of births per 100 wives and various indices 
of social status. The indices chosen were the proportion of 
occupied males engaged in professional occupations, the number 
of female domestic servants per 100 families, the number of 
general labourers per 1,000 males, the proportion of the popula- 
tion living more than two in a room, and the number of paupers 
and of lunatics per 1,000 of the population. In every case a 
low index of prosperity and a high birth-rate were found to go 
together. Against this result there had to be set the fact that 
a low index of prosperity was also accompanied by a high rate 
of infant mortality. Investigation, however, showed that the 
excess of mortality was not sufBcient to balance the excess of 
births; and the conclusion emerged that “The wives in the 
districts of least prosperity and culture have the largest families, 
and the morally and socially lowest classes in the community 
are those which are reproducing themselves with the greatest 
rapidity.” Furthermore, a comparison between the conditions 
of 1851 and 1901 brought out the startling fact “that the in- 
tensity of this relationship has almost doubled in the fifty 
years. 

It is important to see to what precisely these facts amount. 
The sum and substance of them is that the so-called lower classes 
are reproducing their kind as compared with the higher classes to 
an extent much more than proportionate to their numbers. This 
is true of male and female parents equally, for, of course, each 

1 The Ilelation of Fertility in Man to Social Status, pp. 15 and 19. In the case of the 
United Kingdom it is necessary to add to these tendencies the selective influence of 
migration. Our immigration laws being less severe than those of most countries, 
the less fit of the world’s emigrants are tempted to come to England, while only the 
more fit among Englishmen find it easy to migrate elsewhere. (C/. Bentoul, Eace 
Culture or Race Suicide, p. 102.) Erom a patriotic point of view this is, of course, 
regrettable ; and, from a more general point of view, it might be argued — by a 
patriot — that the good of the world is diminished when the best people go to 
countries which have not the best governmental institutions. 
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class tends to marry within itself. It has still, however, to be 
decided to what extent evil consequences are involved. On one 
point, indeed, there can be no doubt. So far as children born 
among the lower classes are moulded into finished persons by a 
relatively bad environment, it is bad for the community that the 
proportions so born should grow. This injury, however, is 
mitigated, and might conceivably be removed, by State action 
designed to better the dwellings, food, education, and training 
enjoyed by poor children. We are thus driven to a second point. 
Does a relatively high rate of reproduction among the lower 
classes necessarily imply such a rate among bad original proper- 
ties? If it does so the evil is evident, for, as we have seen, the 
quality of finished persons partly depends upon their original 
properties. But is there reason to believe that bad original 
proixu'ties and poverty are closely correlated? Extreme poverty 
is, no doubt, often the result of feckless character, physical 
infirruity, and other bad qualities of finished persons. But these 
themselves are correlated with bad environment in childhood. Is 
there any proof that that correlation is inadequate to account for 
the facts? Is it certain that the original properties of the poor 
as a whole are worse than those of the rich? 

That this difficult question ought to be answered in the affirma- 
tive is frequently assumed without an attempt at argument. 
That such a course is unwarranted I am fully persuaded. Never- 
theless, a tentative affirmative answer seems to me correct. 
For, if we consider the matter, it is apparent that among the 
relatively rich are pany persons who have risen from a poor 
environment, which their fellows, who have remained poor, 
shared with them in childhood. Among the original properties 
of these relatively rich presumably there are qualities which 
account for their rise. A relatively high reproductive rate a'lnong 
those who have remained poor implies, in a measure, the breeding 
out of these qualities. It implies, in fact, a form of selection 
that discriminates against the original properties that promote 
economic success. How far the qualities based on these original 
properties are good in themselves seems to me doubtful. But 
they are certainly a means to good. By adding to wealth they 
make for happiness, and happiness is an important element in 
well-being. 

Confronted with.these facts, the statesman may seek a remedy 
by attacking directly either environment or parentage. In the two 
former sections of this paper it was shown that, if no other chang.e 
occufred, an interference with environment might produce good 

D D 2 
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results, whereas an interference with parentage, except in extreme 
cases, could scarcely, with our present knowledge, be expected 
to do so. The practical importance of these conclusions is, 
however, much diminished by the fact that the hypothesis of 
no other change occurring is unreal. An attack on environ- 
ment is likely indirectly to cause a change in parentage, and an 
attack on parentage to cause a change in environment. It is 
not safe, therefore, to determine upon any policy without enquir- ' 
ing whether its indirect effects are opposed to, and, if so, are 
likely to outweigh, its direct effects. 

In respect of direct interference with parentage, considera- 
tions of this order go far to strengthen the case against that 
policy except in extreme cases and in a negative manner. Even 
if it were certain that, say, the overt artificial selection of 
husbands and wives could be conducted in such a way as to 
improve the original properties of future generations, the burden 
of proof upon its advocates w^ould still be heavy. Could they 
successfully meet the objection that such an arrangement, by 
its action on the environment of moral ideas, family life, and 
so on, would injure the total content of consciousness by 
more than the accompanying improvement of gametes would 
benefit it? 

The problem of direct interference with environment demands 
fuller investigation. Eecent discussion of it has fallen into two 
parts. On the one hand, the present trend of our social policy 
is condemned upon the ground that it counteracts natural selec- 
tion where the operation of that force is benej-hcial. On the other 
hand, a new social policy is advocated, designed to affect parent- 
age beneficially through environment. 

The negative aspect of the discussion has been forcibly set 
out by Mr. Punnett and Mr. Lock. The attempts to promote 
social reform that are at present most in vogue are, these writers 
suggest, not merely useless but injurious. The rrf3ason for this 
is that, while directly bettering that part of conscious life which 
turns u|X)n environment, they indirectly worsen that more funda- 
mental part that turns on original properties. Our present 
practice, according to Mr. Punnett, aims, broadly speaking, at 
raising the standard of the less fit and attempting to bring 
them closer by such means to those who are richer in natural 
endowment.^ This practice, adds Mr. Lock, “is in almost 
every case the worst possible. ... A steady breeding out of 
intelligence is taking place. Eecognising that intelligence is 

^ Mendclism^ p. 80 . 
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an important factor in national greatness, we proceed to remedy 
this defect by endeavouring to reduce the infant mortality among 
the less desirable classes, and by offering every inducement to 
the production of large families by the said lower strata of 
society/’ ^ 

In this indictment there is, no doubt, a considerable element 
of truth. Improved hygiene and free medical treatment certainly 
make it easier for the children of the poor to survive and to 
become parents. It is possible, too, that such things as free 
education and other gratuitous aid to children remove in some 
degree the economic clieck to marriage among poor persons. But 
there is not in this sufficient ground for an out-and-out condemna- 
tion of existing policy. Will anyone venture to estimate quanti- 
tatively the extent to which the general level of original proi>er- 
ties is lowered by the influences to which I have referred? Mr. 
Lock’s reasoning implies that, if any lowering takes place, the 
bad effect produced thereby niust in the end outweigh any good 
effects upon finished people for which an improved environment 
may be directly responsible. I cannot accept that view. The 
direct and indirect eflhcts must be balanced against one another 
in each particular case, and the question which of them is in 
general likely to be greater is one which, with our present know- 
ledge, it appears to me im]X)ssible to determine. 

Furthermore, the present system, on its economic, as distin- 
guished from its medical and surgical side, can easily be worked 
in such a way as to remove the stimulus to child-bearing which, 
in some forms, it might afford to the poorer, classes. When 
State provision is made for ill-nourished or ill-clothed children, 
that provision may be coupled with such treatment of 
the parents as will ensure that they are not placed in a better 
position than they would have occupied if they had had the 
same number of children and had been left to provide for them 
unaided. A policy of this kind can be carried out by the exaction 
from these jirircmts of a sum equivalent, not to the cost of what 
the State does in fact do for their children, but to what they 
might have been reasonably expected themselves to do for them^ 
Under this plan—and it can be applied in all manner of detailed 
ways—tho community is enabled to improve the environment, 
and hence the quality, of its children without in any way lessen- 
ing the economic check upon reproduction among the poor. 

Leaving this negative criticism of current practice, I pass 
in conclusion to two important constructive proposals that have 

^ Variation^ Heredity and Evolution, pp. 287—8. 
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recently been brought forward. The purpose of both of these 
is to affect parentage beneficially by ' ‘ altering the economic 
incidence of child-bearing.’* The more practicable, if less 
ambitious, of the two was set out by Mr. W. McDoiigall in a 
paper entitled “ A Practicable Eugenic Suggestion,” read before 
the Sociological Society.^ The proposal is that, among classes 
of persons whose “civic worth” has been approved by some 
definite objective test, such as success in the Civil Service ex- 
amination, salaries should be so arranged as to increase at 
marriage and at the birth of each child. It is suggested that the 
more important Government servants and University professors, 
amongst others, should be remunerated uj^on this plan, and it 
is pointed out that the scale might be so constructed that the 
aggregate cost involved would not be raised above its present 
level. The scheme is, of course, drawn on a small scale, and 
might not effect any great result. So far as it goes, however, it 
has, in my opinion, much to recommend it. 

A more sweeping change has been advocated by Mr. Sidney 
Webb. He observes that, for the great majority of the com- 
munity, the cost of bearing and rearing children is a very serious 
matter indeed. It, therefore, carries with it a strong prudential 
check upon parentage, a check, moreover — and this is the point 
— which is differential in its operation. It diminishes the families 
of the prudent and far-seeing ; but it scarcely affects the idle and 
the thriftless, the drunken and the profligate. “ The grave fact 
that we have to face is that, under our existing social arrange- 
ments, it is exactly these people, and practically these only, who 
at present make full use of their repr6ductive powers.”^ 
Hence, it is argued, if the cost of parentage were dim- 
inished all round, the better members of the working 
classes would be stimulated to have more children, while the 
worse members would be left much as they are at present. “In 
order to put a stop to the adverse selection that is at piosent 
going on, we must encourage the thrifty, foreseeing, prudent, 
and self-controlled parents to remove the check which, often 
unwillingly enough, they at present put on their natural instincts 
and love of children. We must make it easier for them to under- 
take family responsibilities. For instance, the arguments 
against the unlimited provision of medical attendance on the 
child-bearing mother and her children disappear. Wo may pre- 
sently find the Leader of the Opposition, 'if not the Prime 
Minister, advocating the municipal supply of milk to all infants, 
and a free meal on demand (as already provided by a far-seeing 
' Sociological Papers^ vol. iii., p. 63 ct seg. ® Decline m the Birth-rate, p. 19. 
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philanthropist at Paris) to mothers actually nursing their babies. 
We shall, indeed, have to face the problem of the systematic 
‘ endowment of motherhood,’ and place this most indispensable 
of all professions upon an honourable economic basis. The feed- 
ing of all the children at school appears in a new light/' ^ 

I am not prepared to discuss this large proposal in detail. 
The following points may, however, be noted. First, Mr. 
Webb's plan, while increasing the proportion of children borne 
by prudent members of the working classes relatively to impru- 
dent, would also increase this proportion relatively to the children 
of the professional and upper classes. So far as social status may 
be taken as a rough test of good or useful original properties, 
this result would prove injurious. Secondly, the scheme would 
encourage hard and mercenary marriages. This would prove 
injurious in two ways. It would mean (a) that an increased 
proportion of children were born to parents of a hard and mer- 
cenary character ; (h) that an increased proportion of children 
were brought up in a hard and mercenary environment. Thirdly, 
the wastrels of the working classes are, after all, a small propor- 
tion of the whole. When it is desired to alter the proportion of 
births as between a large and a small group, is it not advisable 
to direct our attack upon the latter rather than the former? 
Could not Mr. Webb’s end be obtained more thoroughly and with 
less risk by negative measures in restriction of the families of the 
submerged tenth rather than by positive measures in stimulation 
of those of the working classes in general? In the light of 
Poor Law history, it is difficult to contempjate without mis- 
giving any large movement in the direction that be recommends. 


IV. 

It is not necessary for me to summarise the conclusions arrived 
at in the three preceding sections. They are all tentative and 
provisional.* The problems with wdiich they are concerned touch 
the province of the biologist, the economist, and the ethical 
philosopher. It is the biologist whose contributions to their 
solution have in recent years aiforded the largest results, and 
the promise they afford for the future is still larger. The 
privilege of the statesman is to welcome and to use them. He 
will need, however, to remember that they are data and not 
precepts. As data they must be mastered by, they must not 
master him. A. C. Pigou 

1 Declme in the Birth-rate^ by Sidney Webb, pp. 18, 19. 



THE WINE CEISIS IN SOUTH FEANCE 

Of all the industries of Prance, whether agricultural or manu- 
facturing, the culture of the vine stajids foremost. It is true 
that if the value of the produce be considered, it comes second 
to corn (1,153,000,000 francs, as against 1,718,000,000 francs, in 
1904) , but it gives employment to the greatest number of 
workers. The 1,750,000 hectares (4| million acres) of vineyards 
occupy an army of labourers which never falls under 500,000 
men, and at certain periods, especially, of course, during the 
vintage, rises above 2,000,000, many of whom are not wage- 
earners, but independent proprietors. Another test of supremacy 
is the capital invested in vine-culture, which is upw^ards of 6 
milliards of francs. Hence whatever threatens this industry 
assumes the proportions of a national danger. 

Now in vine-culture crises happen often. They are some- 
times due to a natural scourge, smiting the plant or its crop. 
Thus during the middle of the nineteenth century the grape was 
destroyed by a disease called oidium, and, froip 1870 to 1875, the 
greater part of French vines were entirely killed by the phylloxera. 
Sometimes a crisis arises from a depreciation in The price of 
wine, or, as it is called, mevente. 

Of this the present crisis is an instance. From 1890 to 1900 
18 to 20 francs per hectolitre was the price of vins ordinaires in 
the departments along the shores of the Mediterranean, where 
common wines are mainly grown, especially in TAude, THerault, 
le Gard, les Pyrenees Orientales, and les Bouches du Eh6ne. 
Since that period the price has fallen to 5 francs, at the present 
moment to 7 or 8 francs. These figures are much below the cost 
of production, which usually varies from 12 to 16 francs. It is 
only on extraordinarily fertile soils, capable of producing over 200 
hectolitres to the hectare (^1,800 gallons to the acre), that the 
cost of production can now and again be reduced to 7 francs. 
Consequently the vine-growers in south-east France have been 
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incurring enormous losses. The wealthy proprietors have been 
compelled to draw on their capital to keep up their vineyards and 
pay their labourers. The small proprietors, who cultivate with 
their own hands, manage yet to keep alive, but they can no 
longer pay their taxes, nor the interest on such moneys as they 
may have borrowed. And, of course, neither the former nor 
the latter can sell their vineyards, the value of these being’reduced 
by 75 per cent. 

Heroin lies the explanation of these vast meetings and noisy 
processions which have so moved public attention in France and 
even abroad, and have culminated in sanguinary repression, the 
burning of a town hall {prifedme) , some revolt amongst the 
military, and other “ excursions and alarms,” more or less 
exaggerated in newspaper reports. Our part is to consider only 
the economic side of the question — that is to say, the causes of 
the crisis and the remedies f)roposcd. 

In the judgment of most Fnuich economists, over-production 
is the chief cause of the crisis. At first sight this seems a 
plausible explanation, not only because it is assumed h priori to 
be the cause of every miventc, but also because it is apparently 
borne out by facts. It is a fact that in 1889, after the plague of 
phylloxera, tlus vineyards of France produced less than half what 
they produced in 1900. It is true that this was a quite excep- 
tional year ; nevertheless, during these last few years there hiis 
been a great increase of production, especially if we include 
Algerian wine. 

If over-prod uetjon be the cause of the present crisis, it would 
seem that the remedy can only lie in limiting production, either 
by legislativp regulation, or by a producers’ trust. It is by such 
methods that Greece extricated henself successfully from an 
analogous crisis in her production of grapes called currants, these 
being, as everyone knows, exported almost entirely in the form 
of dried frqit. This interesting episode has been told in the 
Economic Journal by Prof. Andr6adfes, vol. XVI., p. 41. 

There has been talk of similar remedies for France. But the 
difficulties are so much more formidable in the case of France 
as to be almost unsurmountable. The number of vinegrowers 
is very great, is certainly over half a million for the whole of 
France, or even, if only the south-east departments be taken 
into account, on whom the crisis presses, the number is probably 
upwards of 100,000, and their rate of production 20,000,000 hecto- 
litres -(440,000,000 gallons). How could they possibly be 
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organised, and how, even supposing that such a task had been 
acc*omplished, could one ensure that discipline and general obedi- 
ence without which a ‘‘kartel” or trust would be powerless to 
move? How could these thousands and tens of thousands of 
land-proprietors, many of them poor men, be induced to grub 
part of, their vines, or to refrain from selling a portion of their 
crop?^ The trust would at the least be compelled to indemnify 
them, or furnish them with grants in aid to tide over the interval 
till a better price could be obtained; and then how raise the 
enormous capital necessary to float such a society ? As to having 
recourse to a Coercion Act, this were a yet more insoluble 
problem, for the vinegrowers, especially in the South of France, 
are turbulent spirits, but little disposed to acquiesce in laws 
hampering their actions. 

If, therefore, over-production be the cause of the depression, 
there seems to be no other remedy than that following from the 
old law of supply and demand. The fall in juices will certainly 
result in a diminished production. The j^roducers, having no 
more funds wherewith to cultivate their vines, the plants will 
either perish or, at best, produce much poorer crops; and this 
reduction in produce will doubtless have the effect, after a few 
years, of raising prices. 

However, this explanation and this remedy are both not only 
unsatisfactory in the eyes of the interested parties — that is to 
say, the vinegrowers — but are sources of keen irritation. Our 
vinegrowers admit that over-production is the cause of the present 
crisis, but insist- that the over-production is not that of genuine 
wine through the increase of vineyards, but of wdnes artificially 
manufactured with water and sugar. It is this fraudulent liquor, 
retailed at a minimum price, that is destroying the market for 
genuine wine. 

Consequently the vinegrowers are imperiously demanding : 

(1) severe measures of repression against the manufacturers of 
this fraudulent stuff, and arc aggrieved at the Government for 
keeping their hands off these individuals from political reasons ; 

(2) an increase in the duty on sugar (or, at least, on sugar 
consumed in the manufacture of wine) high enough to annihilate 
the high profits derived from such manufacture. The duty at 
present is 24 francs per 100 kilos. They ask that it should be 
raised to 80 francs. 

What are we to think of the explanation and of the demands? 

^ One organiser has been able to collect 20,000 signatures of proprietors towards 
founding an association of the kartel type. 
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To some extent they have substantial grounds. There is bo 
doubt that, sii;ce the discovery that any quantity of sugar can 
be easily transformed by fennentation into alcohol (1,750 grams 
of sugar yield about one litre of alcohol), nothing is simpler than 
to increase the quantity of wine at will by adding water and 
sugar while fermentation of grape-juice is going on, or even 
(though this is a more difficult operation) when there is no grape- 
juice fermenting, by using suitable leavening substances and 
certain other ingredients. It is quite true that such adulteration 
has been, and still is, practised, and equally true that the adul- 
terators have either not been prosecuted, or, if they have, the 
Government has let them off through the intercession of inter- 
ested Members of Parliament. Nevertheless, the Government 
might reply to the vinegrowers of the south that these adultera- 
tors were their own countrymen, their friends and neighbours, 
often vinegrowers like themselves, and that the depuUs who 
had interceded on their behalf were precisely those wffiom they 
themselves, in the southern electorates, had elected. 

However, the Government has actually gone halfway to meet 
their demands, and has passed into law a bill to restrict with 
greater severity the manufacture of sugar- wanes, and to strike, 
within permissible limits,^ at the sugar so employed, by the 
imiX)sition of a supplementary duty of 40 francs per 100 kilos. 

It is quite probable that the new Act may hinder the manu- 
facture of vins de sucre, but it is doubtful whether it will stop 
the mivente, by raising the price of wine. The fact is, w^e do 
not believe that the real cause of the mevente js the competition 
between sugar-wines and genuine wines, and therefore w^e do not 
believe that the withdrawal of that cause will imi^rove the sales. 
The proof ®f this — and to us it seems conclusive — is that the 
cost of production of sugar-wines is higher than the actual price 
of genuine South French wine. The former cannot come to less 
than 10 francs per hectolitre at present, and under the new Act this 
will not come to less than 14 francs. Now we have stated that 
the actual price of natural South French wine was not more than 
7 francs per hectolitre. 

The real cause of the present crisis does not appear to us to 

^ The manufacture of sugar-wine is permitted by law in two oases 

(1) In the form of an addition to natural wine during the fermentation of grape- 
juice, in order to increase the proportion of alcohol, but within the limit of 
8*333 grams of sugar to one hectolitre of grape- juice. 

(2) In the form of entirely artificial wine, that is to say, of sugared water, to be 
poured .on the residue of the grapes, but the quantity so poured to be only so many 
hectolitres per person working on the farm. This is termed ** family consumption.” 
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be* chiefly adulterated production, nor even over-production. 
Forty years ago there was as much wine produced in France, 
especially in the southern provinces, as to-day. We would point 
rather to under-consumption — a far more difficult situation to 
remedy. One may prescrilxe for adulteration by severely punish- 
ing the, adulterator ; one may regulate over-production by restrict- 
ing the extent of grape-producing soil. But there seems to be 
no method of forcing consumers to drink more wine than they 
wish. Wine is no longer the one and only national French 
beverage, as for centuries it was wont to be. It has many rivals. 
The English have taught the Frenchman to drink tea; the 
Germans have taught him to drink beer. Doctors and hygionista 
who used to prescribe wine as a tonic, as strength-giving, now 
proscribe it. Bottles of mineral waters are now seen on the table 
side by side with the bottles of wine, which they will eventnally 
supersede. For the present, indeed, these new habits arc peculiar 
to the well-to-do classes, and have not yet penetrated to the 
tables of tlie million. But there wine is confrontcMl by another 
and far more formidable rival, that is, alcohol in the shape 
of absinthe, or other so-called apMUvc drink. These are, it is 
true, only taken between meals, but thc^y none the less destroy 
in the consumer the taste for wine. In France, as elsewhere, 
there has been for several years past a keen temperance agitation 
against alcoholism in general. But its ultimate success is very 
doubtful, and, in any case, when the enthusiasm of its apostles 
has caused a diminution in the consumption of alcohol, it is 
so-called hygienic beverages, rather than wine, which supersede 
the habitual use of spirits. 

We do not go so far as to say that wine is in danger of ceasing 
to be the national beverage of France, but we do say that it 
will be probably less in demand and, to that extent, less appre- 
ciated than in the past, and that, consequently, to re-establish 
an equilibriim between supply and demand, it will be necessary 
for vinegrowers to restrict their production to a considerable 
degree, and seek henceforward to produce quality more than 
quantity. 

There is, however, another and somewhat attractive alterna- 
tive. If French vinegrowers may not hope to see an improved 
market in their own country,, could they not seek it abroad? And, 
since England and Germany have inspired us with a liking for 
tea and bee:>r, could not we, in our turn, instil into them and 
others our taste for wine? Surely there is nothing simpler than 
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this at first sight. The English and the Germans who pay two 
and three shillings or marks a bottle would scarcely fail to’ be 
extremely satisfied to buy French wine at one shilling or mark 
a bottle. And this very moderate price would ensure to French 
vincgrowers a price three times in excess of what they actually 
get, and one that would pay them well, even after deducting the 
enormous duty they would have to pay (.^1 2s. in England, 24 
marks in Germany per hectolitre). Why is not the effort made? 
It is not clear whether the inertia of the French vincgrowers is 
to blame, or the indifference of English and German consumers, 
or, and this is probably the real cause, the exactions of the 
middlemen, of the English and German dealers, who play the 
part of importers, and who, snatching at bigger profits, try to 
sell the wines of South France at the same price as their clarets 
and ports, thus cutting them off from the average mass of buyers. 

It may be that French vincgrowers w^ould find a better outlet 
in England for their produce, if they sent it as grapes, and not 
as wine. They would have this advantage, that fresh fruit does 
not, we believe, incur import duty. Unfortunately, the trans- 
port of grapes, with the loading and unloading exacted by the 
Channel passage, is not so simple. Here is, anyway, one more 
argument in favour of the Channel tunnel, or, at least, of a 
train-ferry ! 


Charles Gtde 



REVIEWS 


Labour Ideal Series. The Woman Socialist. By Ethel Snowden. 

(London : George Allen, 1907.) 

This little book sets forth the hopes and aspirations of at 
least one section of the Socialist party in regard to the position 
of women. With many of the changes which it advocates, es|Ki}- 
cially the political enfranchisement of women and the op<?ining 
to them of trades, professions, and careers for which their {personal 
qualities and training fit them, I find myself in complete 
sympathy; /on the other hand, I cannot but dissent from the 
fundamental basis of Mrs. Philip Snowden’s argument — namely, 
that the present condition of Englishwomen is one of slavery ; 
and I also find myself in complete disagreement with her, both 
from the economic and social point of view, in what she regards 
as desirable changes in the relation of women to their children 
and to their husbands. 

To deal with the first of these points of difference. Almost 
every page of this book either states positively or implies indirectly 
that women in our existing society are in slavery. I cannot but 
regard this as entirely untrue. The withholding from women 
of the benefits of political representation is injurious to them and 
to the community, but it does not cxinstitute either economic 
or political slavery. The dictionary definition of a slf»ve is “ one 
who has no freedom of action, but whose person and services 
are wholly under the control of another.” Slaves are not free 
to come and go, to buy and sell, to make contracts, to own land, 
tq, speak, to write, to agitate, and so forth. If Englishwomen 
had been slaves, could they have revolutionised their own educa- 
tion, modified and improved almost every law which was injurious 
to them, taken an active part in local government and local 
administration, opened many professions and employments, 
entered learned societies, and added to the sum of knowledge 
by their industry and research ? They have done even more than 
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this — led by one heroic woman, they have erased from the statute 
book, against what looked like overwhelming odds, laws which 
they believed were based on an immoral conception of their 
relation to the other sex. Such things have never been done 
by slaves, and never will be. It cannot really promote the 
movement for greater economic and political freedom for women 
to start from a premiss which is in glaring incongruity with 
well-known facts. Englishwomen are free, and, being free, they 
need a full development of their position as free citizens, both 
economically and politically. If we were really slaves, our claim 
to political representation could be much more easily set on one 
side than is at present the case. 

When one looks at what Mrs. Philip Snowden confidently 
anticipates as desirable changes in the family relationships of 
the future, it is impossible not to feel that it is better to bear 

the ills we have than fly to others that we know not of. What 

she sketches as ideal would be in reality the most intolerable 
oppression that ever weighed upon mankind : “as merciful as a 
calculating machine and as moral as a lawn-mower” (Lafeadio 
Hearn, Life and Letters, vol, II., p. 512). In the Socialist 
community, ’we are told by Mrs. Snowden marriages are to be regu- 
lated by the State, the children born will belong more to the 
State than to their parents (p, 62) ; a wife who bears children 

wdll not look to her husband for support, she will receive a 

salary from the State; “her living will be assured to her by 
the community” (p. 69). It appears that men will not be 
specially res}X)nsible for their own children, b.ut, together with 
able-bodied women, will be responsible in the lump for all the 
children and all the child-bearing w^omen in the lump. To some 
this is a dream; to others, and probably a majority, it is a 
nightmare. How much that is best, both morally and economic- 
ally, comes from the responsibility of the individual father and 
mother for the children born to them. No one loves hard work 
for its owrf sake. It is faced cheerfully and persistently “for 
the missus and the kids” by the ordinary everyday man. It 
is not a little significant that the majority of the men and women 
who are identified with this Socialist nightmare of abolishing the 
ordinary responsibilities of marriage and substituting for them 
State salaries for mothers, and children wLo belong more to the 
State than to their parents, are themselves childless. Mr. Sidney 
Webb, in a letter to the Times last October, entitled, if my memory 
does not deceive me, “ Eace Suicide,” tried to convince his 
readers that the decline in the birth-rate was so serious a national 
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danger that it was necessary, in order to arrest it, to adopt the 
plan of subsidising motherhood by providing child-bearing women 
with salaries guaranteed by the State. This is the rock on which 
practical Socialism, when carried out to its ultimate end, has 
always struck. If the State is to guarantee a comfortable exist- 
ence for, all, it must control marriage and the number of children 
born, and this would be a remedy worse than the disease it is 
intended to remove. Mr. Eudyard Kipling has expressed this 
with his wonted force and vigour in “ An Imperial Eescript,’* 
wdiich is too long to quote here in full. The opening verses 
describe the German Emperor promising to “ ease the strong of 
their burden, and to help the weak at their need,'’ and the peoples 
of the earth come to listen to the Imperial receipt for the creation 
of an earthly paradise. When they understood what it was—' 

They passed one resolution. Your sub- committee believe 

You can lighten the curse of Adam when you’ve lightened the curse of Eve 

But till we are built like angels, with hammer and chisel and pen 

We will work for ourself and a woman, for ever and ever, amen. 

M. G. Fawcett 


Labour Ideal Series. Labour and the Empire, by J. Eamsay 
Macdonald, M.P. (pp. xv, 112), and The SocialisVs Budget, 
by Philip Snowden, M.P. (pp. vii, 88). (London : Labour 
Ideal Scries, 1907. Price Is. each.) 

The rise of the Labour Party into prominence has given us, 
among otlicr^ things, the outlines of a programme in definite 
literary form, and the working out by Mr. Ramsay Macdonald 
of its relations to the problems of Imj[xjrialism is an 'undertaking 
of great national importance, apart from any intrinsic merits. 
Possessing a lucid and interesting style, Mr. Macdonald has 
adapted himself wonderfully to the small space at his disposal, 
though it is a j)ity that he has used so large a part of it to casti- 
gate an imaginary and admittedly objectionable Imperialist. On 
the whole, however, his criticisms of various ideals are suggestive, 
and the power of vivid and trenchant analysis is perhaps his 
strongest point of all. 

The first part of the book is a resume of the growth of 
Imperialism from the time when England left the quest for gold 
to “create a fine tyix3 of manhood and to develop a national 
spirit,” and in a few delightful paragraphs are traced the change 
from adventure by sea to settlement by land, from the “ old 
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spirit of exploitation to the new one of settlement, then the 
rise and fall of economic Liberalism, making way for the Con- 
servative policy of Imperialism and Social Eeform. A descrip- 
tive criticism of orthodox Imperialism prepares the way for the 
new Labour policy, which latter is the outline of a real constructive 
programme, and a basis on which to bring the ideals of Labour 
into touch with those of other Imperialists. His criticisms of 
the latter often hit the mark, as in the case of their failure to 
understand what is going on in different minds — a defect, how- 
ever, that is not the monopoly of any single party. In many 
cases, indeed, the author approaches the standpoint of his opjx)- 
nents, and we may, for instance, recommend the following state- 
ment concerning alien restriction : — “ The power to exclude 
undesirable immigrants, to classify whole nations as such, and 
to control in other ways the conditions of immigration, may be 
exercised without in any way violating Imperial traditions, which 
we, as democrats, desire to preserve '' — a quite different thing, as 
is shown, from the ill-usage of these undesirables once they are 
admitted. The policy of Tariff Reform is criticised in a chapter 
on “ Trade as an Imperial Bond,*’ containing a clear dissection 
of the different ideals of protectionism in the various ‘ ‘ sister 
nations.” The speed, however, with which Mr. Macdonald 
throws aside the broadest phylactery of orthodoxy that ‘ ‘ exports 
must be paid for by imports,” in attempting to prove the value- 
lessness of Colonial preference, tickles the imagination. The 
sister States wish to extend their exports to Great Britain, without 
importing her products in exchange. But ol^viously, if they 
export they must iiyport, and thus the value of preference comes 
in, since the grant of it gives to the favoured countrya first claim 
on such increases of trade. 

The Socialist’s Budget differs from Labour and the Empire 
in style, which is blunt and straightforward, in method, which 
is the presentment of an extreme policy, and in the subject, 
taxation ; a difference possibly co-extensive with that which divides 
purely Labour ideals from those of avowed Socialism. The object 
of the Budget is stated to be twofold — revenue-raising, and more 
equal distribution of wealth ; and in confusing, as he appears to 
do, the ” rich idle class ” with all who are not manual workers, 
Mr. Snowden forgets the nature both of profits, the reward for 
brain- work, and of the combined return for past labour and 
present abstinence, which is interest. Again, “ Taxation of the 
Rich for Social Reform Purposes” is, we may admit, justi- 
fiiible within due limits, but the extent to which it can be profit- 
1N0. 67* — VOL. XVII. E B 
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ably carried out is strictly limited. Moreover, if “indirect taxa- 
|ion never brings home to a nation the price of its folly,” to 
relieve a majority of the community of nearly all taxes — Mr. 
Snowden’s proposal—would produce even more irresponsibility. 
Nor does the equilibrium of direct and indirect taxation, the ideal 
of financial experts, justify his assertion that the latter “is not 
defended as just or economical by politician or economist.” That 
the existing specific duties are not ideal may be granted, but 
to say they are equal to an income tax of 2s. on the smaller 
incomes is due to a probable over-estimate of the total amount 
paid, as well as to the fact that, whilst the whole case rests on 
the taxation of the necessaries of life, three-quarters at least 
of the total sum is levied on luxuries. 

In ” Our First Socialist Budget ” Mr. Snowden would abolish 
all indirect taxes except those on liquor, retained for other than 
fiscal reasons, and with them, for no very obvious reason, the 
Post Office Profit and the Stamp Duties at a cost of £13,000,000 
a year. The Ijand Tax, the Inhabited House Duty, and various 
licences are also to go. As regards expenditure, the cost of educa- 
tion is to be transferred to the central, its administration loft 
to the local authority, the millions thus set free being devoted 
to other local pur|X)ses, and further money is to be spent on old- 
age pensions and the unemployed, whilst aflbrestation is also re- 
commended, primarily, as the author rightly observes, for its own 
sake. 

To raise the revenue required, an income supertax ranging 
from l 5 . to 65 . on all over £5,000 a year, an estate duty up to 
50 per cent., and a tax on land values of ,£25,000,000 a year 
are to be imposed, together with the retained Liquor Duties. 
Whilst, however, sympathising with moderate progressive rates, 
and believing a gradual and moderate increase of the Death Duties 
to be feasible, we think it probable that such a general blow 
to accumulation and enter})rise, justice apart, would very soon 
wreck Socialist finance. At best it is an ideal to be very gradually 
approached by slow stag(is, perhaps never ircached. To Mr. 
Snowden it is a single sudden leap and apparently only a begin- 
ning. 

Taken as a whole, we have to thank Mr. Snowden for a 
frank and open account of the aims of extreme Socialists. Unlike 
Mr. Macdonald, w-hose work will assist towards the reconcilia- 
tion of Labour Imperialism with other types of it and their joint 
advance along parallel roads, he rather tries to set before us in 
its nakedness the full and complete policy of Socialism IrrccoBr. 
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cilable with that of any other party. His aim is to show friends 
and foes alike what is his ultimate goal, and in this he has abun- 
dantly succeeded. 

N. B. Dearle 


The Trust Movement in British Industry. By H. W. Macrosty. 

(Longmans, Green and Co., 1907. Pp. 392.) 

In this book the author has departed from the lines on which 
he argued in his Trusts and the State ; there is an almost com- 
plete absence of controversial or theoretical reasoning, and the 
main purpose of the work is descriptive. In a brief introduc- 
tion, Mr. Macrosty classihes the forms of combination by their 
compactness of structure, and he has a few words to say on the 
legality of their methods, esjr^ecially as defined in the Mogul case. 
But, in the succeeding chapters of the book, the division is made 
to depend on the industries, and not on the forms of combination ; 
this is due, as the author explains, to the fact that, as between, 
say, the iron and the textile trades, there are dill'erences of 
organisation which bear essentially on the types of combination 
that are most feasible in each. The study is limited to England, 
and English students have at length access to an invaluable 
compendium of facts regarding their own country, which in both 
extent and detail goes far beyond any other study of our industry 
on these lines. Further, although the chief purpose of Mr. 
Macrosty ’s book is to exhibit the facts regarding Trusts in 
England, it is also full of material which is of the utmost use for 
the realisti(i study ol British industry in any connection. 

“ The one common point about all forms,” he states at the 
outset, “is the combination of several capitalists wlio formerly 
operated singly ; beyond that, the structure may vary infinitely ” 
with regard to time, scope, and classes of members. I think the 
definition inajlequate in that it omits “or could operate singly.” 
This, in fact, is implicitly confessed by Mr. Macrosty, when he 
tells us later of combinations w^hich have grown up by internal 
development and normal accretion, rather than by deliberate com- 
bination with other firms. A Trust, it seems to me, is a Trust 
in virtue of what it does ; or, as I prefer to put it, combination 
can be a fact without implying a historical alliance. Mr. 
Macrosty makes it clear, also, that his definition excludes all 
forms of “non-competitive” trade; while it includes, as of 
^o-ordinate importance, both “vertical” and “horizontal” com- 
hihations. Indeed, in the study of the iron trade, it is with the 

E E 2 
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vertical form that we are chiefly concerned. The first considera- 
tion leads to the exclusion from this book of railway con- 
solidations, and local industries or services, on the ground that 
they are made non-competitive ’’ by some kind of public 
supervision. It is unfortunate that railway organisation should 
be excluded from a study on which, in many ways, it bears 
closely. As regards the local industries, it is to be noted that 
Mr. Macrosty deduces from the iron and textile trades the form 
of combination which most easily results. Is it not important, 
also, to show that the monopolising of local industries also results 
from inherent characteristics? Are these industries non-competi- 
tive because of |)ublic supervision, as Mr. Macrosty appears to 
hold, or is it bectiuse of their non-competitive nature that they are 
publicly supervised? Since Socialists tell us every day that these 
industries are the great example by which to judge the Trust 
movement as a whole, it is all the more significant that a Fabian 
of Mr. Macrosty ’s standing should isolate them as special cases, 
not germane to the general study of combination. 

As to the second point, the co-ordinate imj)ortance of vertical 
and horizontal amalgamation is scarcely made out. Mr. Macrosty 
(p. 17) places them “ side by side,” but he also doiil)ts ” whether 
integration is antagonistic or favourable to combination,” and in 
his study of the amalgamations in the iron trade, tlu^ reader feels 
that the normal extension of the business unit is being (devated 
unnecessarily to the rank of “Trust development.” His sum- 
mary (p. 330) of the relations of the two processes is not clear 
to me ; but it is not the teaching of foreign conditions that integra- 
tion first enhances competing power, and that thereafter combina- 
tion is found necessary for peace. 

The most interesting chapters are those on the textile and 
chemical industries. Here the combinations arc of the usual 
Trust form, and dominate the trade. Mr. Macrosty’s acaumt of 
such organisations as the Fine Cotton Spinnei’s’ and Doublers’, 
the Bradford Dyers’, and the Calico Printers’ Associations is a 
most valuable and almost unique comparative account of the 
problems of management in great concerns. In the description 
of the Salt Union and the Woolcombers’ Association there re- 
appear the familiar stories of the failure of monopoly jx)licy and 
of over-capitalisation. In the English coal trade he finds that 
“singularly little in the way of amalgamation” has been 
achieved, a striking contrast to conditions abi"oad. In the Brad- 
ford Dyers, the Shipping Conferences, and the Tobacco Trust, we 
meet again the boycott, the rebate, and the limiting agreementt 
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Mr. Macrosty has little to say regarding causes and effects. 
On the whole, he makes the English Trusts appear defensive, but 
this is not usually borne out by their prospectuses, which dwell 
mainly on the further advantages of consolidation. It is to be 
noted, also, that over-capitalisation is not made a frequent charge 
against our Trusts. When it does occur, he takes it to be the 
fair price for the transition, and good management will -work it 
off. The moral of his whole study is, in fact, to be found in 
what he has to say about management, especially in his summary 
on pp. 336-7. “Where brains enough cannot bo found, amal- 
gamation will be a failure. . . . The future is with the commercial 
statesman, whether in a large individual business or in a com- 
bination.” 

D. H. MACGREGOR 

The Infant, the Parent, and the State. By H. Llewellyn 
Heath, D.P.H, (Cantab.), &g. (London : 1\ S. King and 
Son, Westminster, 1907. Pp. xv, 191.) 

This little book is a compilation of a good deal that is being 
said and done at the present time on the subject of infant mor- 
tality, including some observations from tlie writer’s own 
experience. Plis authorities are of rather varying value, and he 
quotes from them freely without much attempt to estimate their 
im{X)rtance. Nevertheless, the book should be ludpful in assist- 
ing to call attention to a matter of great social importance. It is 
unfortunate that, in common with most writers on this subject, 
the author tends to neglect the fact that a child ’has two parents, 
and to aim the whole of his artillery upon the mothci^ alone. She 
is to be educated (quite rightly) to the proprT fulfilmejit of her 
duties, but w'here the father fails in his duty of providing main- 
tenance for wufc and child there is no suggestion of educating 
him. On the contrary, the State is to intervene with an allow^- 
ance to compensate him for the loss of his wife's earnings (p. 63). 
No real solution of the f>robleni will be found so long as the most 
fundamental facts are ignored in this waiy. 

Helen Bosanquet 


BanJdng and Negotiable Insiruwents: a Manual of Practical 
Law. By Frank Tillyard, M.A. (London, 1906.) 

The useful work of the new universitii^s of tliis country is 
exemplified in an interesting manner by this volume, which is 
written by the lecturer on commercial law at the University of 
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Birmingham. Mr. Tillyard has broiight together a considerable 
amount of information which will be of service to bankers by 
instructing them how to deal with many legal points which turn 
up in the course of their business. Thus he points out the risk 
which a banker may run if he trusts to the fact that a customer has 
two accounts wuth him of which one is to the credit and the other 
is overdrawn, but the latter is the account of the customer himself 
wdiile the one to the credit is really not his personal account but 
his account as a trustee. The further risks also on joint accounts, 
where the persons concerned are not partners in trade, is a point 
also to be remembered. We just give these instances as illustra- 
tions of the many risks w'hich bankers incur. To tlicir existing 
anxieties, Mr. Tillyard considers they should add the risk of a 
banker who holds his customers' bonds in case they are lost, though 
ho may not have been responsible for this, and though he may be 
practically a “gratuitous bailee “ ! Bankers still nunember with 
discomfort the case in which a lost jewel-box for which, in an 
ordinary way, they could hardly have been held accountable, had to 
be paid for. Fortunately such occasions do not frequently occur. 

Many points, as for instance the position of the holder of an 
“equitable” mortgage where the property is also subject to a 
“ legal “ mortgage, arc discussed, and the question whether 
“ notice ” respecting bills or cheques by tclegraan or telephone is 
“ sufficient ” is referred to. At present the legal decision on the 
former point is uncertain. We have not yet noticed a case 
in which the telephone was brought in, but no doubt it will be 
soon. 

The volume, we observe', is in its second edition. May we 
venture to remark against the time when a third (ulition appears, 
as, no doubt, it will in time, that there arc one or two small 
points which may be attended to with advantage'.? There is a 
curious misprint on p. 9G, in which the name of Buxton is s^xilt 
incorrectly. Again, more than once we have noticed such points 
as these — at p. 22G the case of the Bechuanaland Exploration Co. 
V. London Trading Bank is mentioned as referred to before. It 
would have been well to have given the page of tlie previous 
reference. We notice the same where the case of Goodwin v, 
Kobarts is discussed, and again, the case of a cheque with a form 
of receipt on the back on p. 230. This is also referred to 
on p. 381. We iiKuition these points without hesitation, as on 
p. 238 Mr. Tillyard has hims(ilf given a reference to the page on 
w:hich the subject he writes on had been discussed in a former 
part of th(i book. Mr. T^llyard’s readers arc likely to be persons 
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who have not much leisure and who refer to the book in order 
to obtain an immediate answer to the question, whether the 
cheque in their hands has to be returned or may be paid* There 
is a very fair index, and attention to these points would facilitate 
the use of the book. The volume is one which bankers may read 
with advantage. It contains much that is useful and much that 
is interesting. 

Like all works of this kind, it is more useful in the way 
of warning bankers of the risks they run than of providing them 
with the exact rnetliod of proceeding in sucli cases. 

R. H. I. Palgrave 


Co-opcraiiDc lUinking : Its Principles and Practice , loith a 
Chapter cm Co-operative Mortgage Credit. By Henry W. 
Wolff. (P. B. King and Bon, London, 1907. Pp. 301.) 

The title of this book explains its scope. Abandoning the 
descriptive and statistical method employed in his earlier work, 
“People’s Banks,” the author examines the principles of co- 
operative credit, as revealed in the professed aims and actual 
results of the movement in different European countries, more 
particukirly in Germany and Italy. 

After an introductory chapter, the distinctive features of 
co-operative banks are laid dowui — personal unions of small men 
democratically organised who render thcmstlves credit worthy by 
their knowledge of and consequent confidence in each other. 

In Chapters IV. and V. the “share” bank and “unlimited 
liability ” bank aremonsidered in turn. In Chapters VI. and VII. 
co-operative banks of either class are considered (1) as money 
receivers, whether from below, from their own members, and 
from non-members, or from above, from big private banks and 
from central co-operative banks ; (2) as moneylenders to their 
own members. 

In ChapCer VIII. the advantages are showm of provincial and 
national union, especially for purposes of business inspection. 
Co-operative mortgage credit, as existing in Prussia and Den- 
mark, is examined separately in Chapter IX. In the last 
chapter tlie general conclusions are presented with special re- 
ference to the possibilities of co-operative banking in England. 
The provisions favourable to rural credit banks in Mr. Harcourt’s 
recent Small Holdings Bill for England lend a special interest 
to the author’s plea. 

Share banks are those “which make a share capital the out- 
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ward and visible sign of the security . . whatever be the par- 
ticular form of liability adopted * * ; unlimited liability banks are 
those ‘ ‘ which rely in the last resort upon the unlimited liability 
of each member.” 

This, which is certainly the only sound constitutional division, 
conceals, I think, a deeper difference, which it is hard to formulate. 
As the author points out, ” town ” and ” country ” banks are not 
necessarily co-extensive with the constitutional division ; for 
example, in Germany, where the larger farmers often bank with 
the co-operative share banks. Still, these terms, alone, I believe, 
suggest the deepest and most abiding line of demarcation. 

The town is pre-eminently, as it is historically, the province 
of the share bank. What part, therefore, must such a bank play 
in industrial evolution? Created to accommodate the small man, 
is it to help him to become a big man in the way of large scale 
business, or is it to try and stem this evolution, to try and make 
the small man on a permanent equality with the big man ? 

If the latter, there comes the question, How far does Eng- 
land owe its industrial superiority to the greater celerity and 
completeness of its advance to large scale organisation? How 
far would the co-operative bank in industry be merely an effort 
to crystallise a passing stage in our development? In this case 
there might not be any such wide opening for those banks, as 
the author seems to suggest, w’-hatever the excellence of their 
past and present work on the Continent. For it is the small 
independent producer, not the foreman or operative, who needs 
co-operative credit. 

The rural districts alone arc concerned with the unlimited 
liability bank in the author’s sense of the word. These banks, 
generally called Raiffeisen banks, after their German founder, 
began in every country with the very small farmer, but since co- 
operative agriculture has grown to include organisations for supply 
and sale, of which comparatively big farmers are also members, it 
seems possible that the agricultural members of the town banks 
may more and more transfer their custom to the specifically 
agricultural banks. However, the significance of the country 
bank is the permanence in agriculture of its chief component, the 
small farmer, especially if he is an occupying owner. For in 
certain increasingly important branches of agriculture, especially 
dairy and fruit farming, the small farmer, co-operatively 
organised, is economically superior to the big man. At any rate, 
this seems the lesson of the last thirty years of continental 
experience. 
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Such are the main criticisms, or rather reflections, which 
suggest themselves to the reader. As regards facts, the book is, 
of course, sound, since the author know^s more about co-operative 
banking than any writer living. 

C. R. Fay 


The Dangers of MunicApal Trading. By Robert P. Porter. 

(Loiulon : Roiitledgo and Sons, 1907. P]>. xii, 320.) 

It would jXThaps bo unfair to the author, who wtis Director 
of the Eleventh Census of the United States, to treat this 
vigorous assault upon public trading as a scientific study, for 
there is no pic‘tenc(‘ of giving more than one side of the question, 
and his declared purpose is to bring together in a volume, not 
too profound for poyatlar reading, Hon)o of the facts and arguments 
used by the oppoiuaits of municipal trading in England. But 
this explanation of his object, like the title itself, is inadequate 
for the matter, which includes discussions on the nationalisation 
of railways, tek^graphs, and telephones, the public works policy 
of Australasia, the condition of Russia, as well as municipal 
trading in Great Britain. Unfortunately, such a wide scope 
renders the work too discursive to be of value to serious students, 
and while doubtlc'ss succi'eding in reflecting the arguments of 
the average ()|)ponent in tliis c-ountry, it is superficial and lacking 
in precision throughout. The American readers, for whom it 
was primarily wTitten, will certainly obtain a false impression 
if they take Mr. Porter as their guide. Thus, in the chapter 
on Australasia, thy following wild statement wall suffice as an 
illustration of oversliootlng the mark: — “ Already, •we arc told, 
the State servants constitute almost a clear majority of the names 
on the electors’ rolls; the State, indeed, is on the way to becom- 
ing the sole em2)]oyer of labour in the community.” 

Again, his statistics are seldom such as to carry conviction. 
Railway nationalisation is condemned by showing that Britain 
has more locomotives per hundred miles of railway than Germany, 
and that in the lattc'r country railway capital has increased only 
by £186,000,000 from 1890 to 1904, while in the former it has 
increased by ,£371,000,000. But is it not j)ossible, by selecting 
the countries whicli favour the argument, to obtain any result 
we please? America, for instance, has fewer locomotives j>er 
hundred miles than (lermany, and wc are not told how much of 
the increase in railway capital here is due to the extensive water- 
ing of stock which has taken place during the period under 
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review. The question of State ownership is only one factor 
among many. 

There is abundant room for critical analysis of the financial 
results of municipal trading, but Mr. Porter cannot be regarded 
as a trustworthy guide. Not only does lie frequently confuse 
rental with rateable value, but in what he regards as his funda- 
mental arguments he plays fast and loose with the term '‘rate- 
payers.” When desirous of proving that “the class that sup- 
ports it [municipal trading] is not the class that pays,” he does 
not explain the system of compounding, but simply asserts that 
the iX)orer population is ” exempt from taxation,” ” the working 
classes pay nothing,” “the party which benefits by the rates 
is stronger than the party which pays them.” In another 
chapter, where the author is concerned to prove that trading is 
a burden on the poor, he confesses that they pay rates indirectly. 
Throughout the volume, however, it is assumed that rates are 
levied quite generally for the construction and operation of 
trading enterprises, as, in dealing with electric supply, it 
is asserted that “all the taxpayers contribute to its upkeep 
whether electricity is used by them or not.” This leads to 
hopeless confusion, and renders the discussion quite worthless. 
The increase of local rating is attributed to trading without any 
proof beyond a quotation, for which no authority is cited, to 
the effect that of seventy-eight boroughs in England and Wales 
— in what manner selected wn are not told —the twenty-six in 
which the proportion of reproductive di'bt is over 200 per cent, 
of the assessable value have an average rating (excluding }X)or 
rate) of 30 per ce*nt., wdiile in the eleven where the reproductive 
debt is under 50 per cent, of the assessable value, the average 
rates are only 26 per cent. “ The conclusion,” remarks Mr. 
Porter, “is self-evident”; and thenceforwm'd he has no hesita- 
tion in speaking of municipal enteri>rises of all kinds as “ specula- 
tion with money raised by taxation,” while the defeat of the 
electric ix)wer scheme of the London County Council has avoided 
“the ex]:)enditure of some twenty millions sterling out of the 
rates.” 

It is ridiculous to say that the Glasgow tramway cannot 
contribute to relief of rates “more than £'25,000 annually, or, 
if it does, other items suffer by being insufficiently charged ” ; for 
iK)t only is the sum higher in point of fact, but out of the revenub 
depreciation and sinking funds are paid, which, together amount 
to a very much higher percentage than private enterprise con- 
siders necessary. Even prudent financiers with no bias in favour 
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of municipal ownership are urging that the Corporation is doing 
too much in this direction. The author was particularly unfor- 
tunate in selecting this illustration, as it happens to be* the 
strongest csfse on the other side. 

Exaggerated criticism of the financial aspects is inevitable 
so long as the present methods of account-making continue, and 
nobody is satisfied with the existing state of things. But the 
critics show themselves very unreasonable in demanding an amor- 
tisation fund based on the life of the subject, together with a 
depreciation fund on the same basis. Mr. Porter, however, goes 
still further by denouncing the “ ingenious manaiuvrc of getting 
a provision inserted in their Parliamentary Bills authoris- 
ing the in vestment of their sinking funds in their own securi- 
ties'' as rendering these funds '‘wholly illusory.’’ To those 
who know little of finance it may seem strange that funds set 
aside for redemption of debt should be used for new capital ex- 
penditure, but, of course, this is done only wdien further borrow- 
ing wnuld otherwise ho necessary. The simultaneous borrowing 
and lending of a Corporation is a clumsy system, involving un- 
necessary expense of management, stamp duty composition, and 
the p(iyment of income tax on the inton^st it receives. A business 
firm W’ould not adopt the absurd method, wliich all Corporations 
wore formerly forced to do, of lending at 3 per cent, w^hen it 
was at (ho same time borrowing at 3 jhu’ cent., and so inciu- 
ring considerable expense for no purpose but to satisfy foolish 
ideas of the central d(‘partments. The prevention of new debt 
in the manner now' adopted is exactly the same thing in the 
end as the repayment of old debt, and so long* as all loans have 
the s.arne and equal security there can h(^ no objection to it on 
the ])art of the lender. The sinking funds are accumulated out 
of revenue as before, and wipe out the portions of debt against 
which they wei’o instituted, though if new' loans are being con- 
tracted in the meantime the aggregate dc'bt may stand as high 
as, or highpr than, ever when some portions of it have been 
extinguished. It is, of course, only by a cessation of capital 
expenditure that sinking funds of any kind can have an obvious 
elTcct ill reducing the aggregate debt of a local authority, yet 
the suspension of a national sinking fund during a period of war, 
which eveayone now accej)ts as a sound principle of finance, is 
inBtiru3d by precisely the sajne arguments as would deprecate the 
accumulation of funds by a municipality during a period of fresh 
borrowing. If the statutory sum is set aside from each account 
and applied to tlie prevention of new debt, no financial principle is 
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being violated so long as the authority meets its obligations to 
the, lenders as they mature* 

Stanley H. Turner 

India and Imperial Preference. By SiR Eoper Lethbridge* 
(London : Longmans. Pp. xiv, 105.) 

The importance of the place which India must necessarily 
take in any scheme of Imj_>erial preference has as yet hardly been 
realised by the general public. The appearance of Sir Eoper’s 
book, however, leaves no excuse for ignorance as to this aspect 
of the question. 

The author has had a distinguished career in the Indian 
educational service, and as Professor of Political Economy in the 
University of Calcutta, and as Press Commissioner for the 
Government of India, must have had unrivalled opportunities for 
observing the trend of public opinion amongst the educated 
classes of the country. 

Indian public opinion, he asserts, is intensely protectionist, 
and has been greatly irritated by the adherence of the Govern- 
ment to a policy of strict free trade. To this irritation is largely 
due the adoption by the National Indian (.'ongn^ss of the policy 
of “Swadeshi” — “My own country’s products for mo” — and 
also of the social “boycott” of Lancashire and other British 
manufactures. Leaving the question of sentiment, and turning 
to more material matters, Sir Eoper draws our attention to the 
tables of Indian exports and imports, printc'd at the end of his 
book, as showing, first, that imports from England have not 
grown nearly as rapidly as imports from otter countries, and, 
second, that' exports to England are falling off considerably as 
compared with the total volume of ex])ort trade. The relative 
decline of imports from England is also more serious than it 
appears, since it is only in the trade of cotton piece goods 
that England preserves her suprcunacy. According to Sir Eoper 
the Indian market for these goods is so vast as to b(' practically 
limitless. “ Consequently, for this cotton-goods market, and for 
this market only, British manufacturers, equally with their 
German and other protected rivals, are able to work on the 
largest scale, and at the highest pressure that may be physically 
possible.” When this market, therefore, ceases to be “limit- 
less ” England will begin to lose the cotton trade just as she is 
now losing other trades. 

yhore are, then, three evils : the discontent of the native 
population, the decline of im|>orts from England, anJl the 



1907] tBTHBBIBQE : INDIA AND IMPEBIAD PBEPEBENCE 391 

‘‘capture of Indian exports by our protectionist rivals ; and the 
remedy for these evils lies in Imperial preference. Sir Eoper 
suggests a scheme under which the United Kingdom and Colonies 
should give more or less free entry to Indian tea, tobacco, sugar, 
wheat, oil seeds, and all Indian staples, whilst India in return 
should relax her })rcsent 5 per cent, tariff against imports from 
British sources. He maintains that such a scheme “*(1) will 
foster the nascent industries of India ; (2) that it will assure to 
India the only cheap and reasonable method of liquidating her 
annual obligations as a debtor nation ; (3) that it will afford her 
the only possible means of assuring herself against future 
famines ; (4) tha,t it will result in largely improving the standard 
of comfoidi and increasing the f)urchasing powder of the masses of 
India” in addition to the direct stinnilus which it will give to 
trade as a whole. 

The position with regard to Imperial preference which has 
been taken up by the Government of India, both in their letter 
of October, 1903,^ and in the speech of Sir J. Mackay at the 
recent Imperial Conference, is briefly this : — Under existing cir- 
cumstances a largo projX)rtion of Indian exports go to protec- 
tionist countii(‘s, but arc to a groat extent admitted free. India 
is a debtor country, and has to pay these debts by means of her 
exports. If prefta-ential terms were giveai to British goods the 
countries wdio at pr(‘sent admit India’s goods on favourable terms 
might retaliate by imposing higher duties. In addition to the 
direct loss thus iiKairrod by India, the exchanges might be 
unfavourably alTectcid with results wdiich would be absolutely 
disastrous to the Aiiances of the country. Any advantages, there- 
fore, which might be gained by Im|.x3rial preferencti arc entirely 
OLitwanghed .by the dangers wdiich would necessarily accompany 
such a sclieme. 

In reply to these arguments, Sir Eoper points out (hat India’s 
exjx3rtB are largely raw^ materials, and appeals to Sir Edward 
Law’s mim>t,e attached to the letter from the Indian Government 
already mentioned (Cd. 1,931), as showing that the importing 
protectionist countries are not in a position to retaliate. He 
omits, how^evor, to mention that Sir Edward Law says: — “If 
we were to raise our tariff rates ... so as to give an appreciable 
preference of 2^ to 3 per cent, to our Imperial relations, such a 
difference might so affect our import trade with our foreign 
customers for ex-fx;)rts that they w^ould necessarily consider the 
advisability of retaliation.” 

1 Pari, paper, Cd. 1,931. 
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* Now as to the evils which are, as wo have been told, the 
resnlt of the present free trade policy of India, it must be 
admitted that Indian public opinion is strongly in favour of pro- 
tection, and that the iX)sition is one which, so far, we can only 
deplore. With reference, however, to the import trade, we 
cannot see that Sir Roper has reasonable grounds for his some- 
what strange speculation as to tlu^ condition (d the Indian market 
for cotton goods. Apart from this point, although the imj)orts 
from foreign countries are increasing more rapidly than those 
from England, wo may say, judging from the tables of ('xports 
printed at the end of this uork, that the increase is not of an 
alarming nature. Again, Sir Ropen* maintains that the nascent 
industries of India are being prevented from attaining their 
natural development by the dumping tactics of contiiiental manu- 
facturers, an evil which would be obviated i)y tlu^ adoption 
of Imperial preference. In this statenient there' iuv two errors : 
Firstly, no moderate duties will prevent dumping, and, secondly, 
we have the high authority of Sir K. Ca])k', sometime President 
01 the Bengal Chamber of CVunnuT^^’e, for stating that llu' keenest 
competition which India has to hiee comes from England and 
not from the protectionist counlri(‘s. ])nring the discussion of 
the Ihnancial Statement for 1905 dOOf) lie said : — “ Creat J5ritain 
is perhaps, of all our competitors, the most to be feared.” 

As to tlie increasing jiroportion of Indian exports which go to 
protectionist countries, Sir Roper sjxaks of these exports as 
having been ” captured ” by continental mtaxhants. If England 
does not buy herj-aw materials from India it can (Jiily be because 
she can ged these matiTials cheapiT elsewhere; in fact, she 
captures the exjiorts of otlun* countries instead of those of 
India. Thii jdirase is hardly a happy one. 

There arc several other points which call for atlimtion ; the 
description of German and American tarilTs as “ marvels of wise 
and skilful adjustment’* would nowlu're cause' more surprise 
than in the countric's concerned, whilst tlio argunu‘n‘1 concerning 
the ” double bargain ” developed in Chapter 11., § 7, is, to put 
the matter at its best, extremely misleading. Looking at the 
book as a whole, we find that the case for preference between 
England and India, apart from revenue necessities, is a good 
one, for it moans only a remission of duties on both sides, but wc 
cannot say that Imperial preference is the more feasible on that 
account. It is to be feared that the ideal of a combination of 
Patriotism and Profit is as distant as evi'r. 


D. A. Barker 
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IVIaSSACHU SETTS FINANCE. 

Historical Sketch of the Finances and Financial Policy of Massa- 
chusetts from 1780 to 1905. By Charles J. Bullock, Ph.I). 
(May, 1907. New York and Loudon. Price in paper, 
$1.00. Pp. lU.) 

An added interest is given to tlie book before us by the leading 
part which tlu', ('olojiy of Massachusetts played in the War 
of Independence. Prof. Bullock relates the financial history 
of the newly-forrned commonwealth, and shows how^ in spite 
of many (.'arly errors, it has elaborated a system that is a model 
to other States of the Union. His (object has been less to set 
dowm his own opinions, than to trace the course of events in 
such a way as to ('liable readers to form without diflicnlty their 
own conclusions. Without going closely into financial lessons 
of the past, he has been '‘content to describe policies, estimate 
critically their rc'sults, and allow the narrative to point its owm 
moral.” Thorough discussion, [K)inted by brief but telling 
criticism, has been accorded to every fact of importance, and 
provides the student of fiscal problems witli a com})rehensive 
narrative. One cannot but think, how'ever, in view of the amount 
of special knowledge at his disposal, that the author might have 
been well advised to ” ]x>int the moral ” more frecpiently and at 
gre^ater l(‘ngtl.i. Taking, as lie has done, the whole', history of 
Massachusetts, diQiculli(‘s have crop|X)d up in tlu' treatment of 
separate but correlatcxl subjects, such as expenditure, debt, and 
revenue; but lh‘of« Bullock has not chosen the easier, but — in 
its results • -more clumsy method of tracing the history of each 
problem by itself, with tl,u‘ conse(]U(mt disadvantages of repeti- 
tion, and of causing the rc'adiT to lose touch with the financial 
development us a wliole. He has divided his book into periods 
of time, and treatcul the financial jiroblem as a whole in each of 
them, and,* where neci'ssary, traced each separate problem 
separately ; and what tcxi often becomes in k'ss skilled hands a 
hopeless jumble of facts, becomes with him a consistc'iit, compact 
and comprehensive narrative in which the wliole does not over- 
shadow the parts, nor the [>art cause us to mistake the meaning 
of the whole. 

The first period of the six into which the history is divided 
comprises the fourteen years (1780-1794) in wdiich the war debt 
wars gradually extinguished. This consummation was retarded by 
the failure to make full use of the State Tax on ^xills and estates, 
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an impost in many ways similar to the English Incoipe Tax, 
and by an tin wise use of State credit, so that in spite of various 
experiments in taxation, the debt was not funded upon a sound 
basis until after the assumption of State debts by the Federal 
Government. So far, the history of Massachusetts has been largely 
a catalogue of mistakes, as Prof. Bullock shows, but in the next 
period (1795-1825) the charge for inton^st on the debt w^as almost 
extinguished, and the State began to turn capitalist, on the whole 
with success, though with two disastrous exceptions in later 
years. The result was the temporary disappearance of the State 
Tax. Like the English Income Tax, its abolition was the ideal of 
financiers, but both had finally to be rc-imposed, the one to carry 
out great reforms, and the other merely for pur|>oses of ordinary 
revenue, and then not till several years after it had been impera- 
tively neehed. One characteristic of this State’s finance has been 
the alternating fits of extravagance and of often ill-advised 
economy, and the tein])orary remission of the State Tax no doubt 
gave an impetus to the former. The attempt at its permanent 
abolition in the third period (182G--18G()) led to fuither extension 
of those subsidiary taxes which had been begun with the Duty 
on Auction Sales in 1795 and the Bank Tax of 1811. The various 
Corporation and Franchise Taxes have provided, and still provide, 
no inconsiderable part of the State Eevemie, and Prof. Bullock 
might have criticised the theory and practice of such taxes at 
greater length than he has done. The })eriod of War Financiering 
(1861-1867) is chiefly remarkable for the sound financial instinct 
that enacted tha^t “ the i)rincipal and interest of all loans sliould 
be payable in coin,” a policy of which the still continues to 

reap the advantages, and the unsuccessful railway projects, and the 
extravagant expenditure of the first years of the fifth period 
(1868-1880) led to another fit of economy ; but for the last twenty- 
five years an increasing exf^enditiire took place that has grown 
more rapid since 1889. Due to the growth of public wants and 
vbry little to maladministration, this development is declared 
by Prof. Bullock to be justified not only in its results, but in 
its administration. ”No State in the Union provides more 
generously and wisely for public w^ants, and this is done without 
serious pressure upon the resources and industries of her people.*' 
A carefully elaborated sinking fund system has been established, 
and reform is needed, if at all, we arc told, in local, not in State, 
finance. The commonwealth is benefiting by the lessons and 
the policy of past years, and the outlook for the future seems 
entirely favourable. 
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The whole work is illustrated by comparative statistical tables, 
which have the merits of being easily comprehensible and, of 
giving exactly the information required. The last chapter, how- 
ever, is somewhat spoiled by the number crowded into it. The 
footnotes are copious, the bibliography ample, and the appendices 
very useful. There is, however, some dilEculty in finding one’s 
way about the book from the failure to print the titles of the 
chapters at the top of each page. An index also might have 
enhanced its value. Prof. Bullock, how^ever, is to be warmly 
congratulated on an interesting work full of information, whilst 
the thoroughness of the treatment cannot fail to be of great use 
to serious students. 

N. B. Dearle 


The Taxation of the Gross Receipts of Railways in Wiscorisin. 

By Guy Edward Snider. (Macmillan and Co. Pp. 138.) 

This small volume is the outcome of an inquiry into the 
system of taxation of raiUvays in Wisconsin, and the title indi- 
cates that the inquiry has been limit(‘d to that State. This is by 
no means the case, and the book might be better described as an 
investigfition into tlie nuvrits of tlu^ system of taxing railways in 
the United Htati's on the basis of their gross receipts. No incon- 
siderable part of the book is occupied with a comparison betw’een 
the systc'ius of taxation in Wisconsin and Michigan, whilst the 
main portion of a chapter is devoted to a survey of the ad 
valorem system of taxation as found in Missouri.* As a result of 
attempting to covcu* so much ground in so little space, Mr. Snider 
often leaves a point without satisfying the reader that he has 
got to the root of tlie matt('r. 

The book cannot be described as lucid, and there is some diffi- 
culty in discovering what (;oncliisions liave beem arrived at as the 
result of the inquiry. On the whole they appear to be in favour 
of the sysh'in of taxation of railwaiys on the basis of the gross 
receipts. The author of the book finds tliat system just for 
the most pa,rt-, experience showdng that it automatically adjusts 
itself to increase in ability to pay. Eiirther, it has the advantage 
that gross recei|)ts arc not easily manipulated and consequently 
the tax is not easy of evasion. The ad valoreni system appears 
im|K)ssible in the llnited States. Apart from the difficulty of 
arriving at any economic standard of valuation, the exercise of 
political. influence produces inequalities wiiich are unbearable. 

One statement we cannot pass over. In the course of a 
No. 67. — VOL. XVII. F F 
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discussion on “the equality of burden of taxation on gross re- 
ceipts/’ Mr. Snider writes : — “ In the case of twb or more rail- 
ways it must be shown that roads having equal gross earnings per 
mile have an equal amount of capital invested and equal net earn- 
ings.” Surely it is a matter of the ratio of net earnings to capital, 
and not a question of equality. So long as the net return on the 
capital works out the same, there is no reason to require equality 
in the individual items. 

The book is full of typographical errors, and it is to be 
regretted it has not been more carefully edited . 

W. Stephenson 

Industrial America, By J. L. Laughlin, Ph.D. (London : 

Hodder and Stoughton, 1907.) 

This volume is the outcome of an excellent arrangement by 
which Germany and the United States have agreed to make an 
interchange of professors. Prof. Laughlin, of the University of 
Chicago, was invited by the German Cultus-Ministerium to deliver 
a course of lectures before the Vereinigung far Staatswissen- 
schaftliche Fortbildung in Berlin, and some of the lectures were 
also given at Cologne and to the students of the University of 
Berlin. It is noteworthy that the lectures were delivered in the 
German language, though they now appear in presumably their 
original English form. At the suggestion of those who invited 
him, Prof. Laughlin took for his theme “ The Industrial Problems 
which are at present occupying public attention in the United 
States,” and the seven “ pivotal issues of the day ” with which he 
deals are : — American Competition with Europe ; Protectionism 
and Eecipfocity ; The Labour Problem ; The Trust Problem ; The 
Eailway Question ; The Banking Problem ; and the Present 
Status of Economic Thinking in the United States. It would 
be unreasonable to expect that in a volume of two hundred and 
fifty pages this group of subjects could be exhaustively discussed; 
indeed, any single one of them would easily provide material for 
a volume double the size. Prof. Laughlin too was naturally 
obliged to remember not merely the space and time at his disposal, 
but the audience to which the lectures were to be given. His 
treatment is, therefore, largely explanatory, aiming chiefly at a 
straightforward analysis and exposition of industrial conditions, at 
the subordination of detail and controversy to the presentation of 
broad results. On the assumption that his classes were probably 
unfamiliar with American economic history, the professor has 
rightly desired to sketch the situation as a whole, relying rather 
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on lucidity of method than on original research. The book is 
certainly an interesting one to read. The intrinsic importance of 
the subjects selected, their bearing on cognate problems in Europe, 
the freshness and clearness with which they are handled, the vigour 
of phrase, and the stimulating confidence in the verdicts expressed 
combine to banish the dullness that still clings to much economic 
writing. A British student w^ould probably add also that the 
value of the lectures is enhanced no little by the fact that they 
are the work of a professorial critic, and that much of the 
subject matter is directly relevant to controversial issues, 
fiscal, industrial, and social, still under discussion amongst 
ourselves. Of the seven lectures, the sixth, on the Banking 
Problem, is the most technical, and will only appeal to those 
who have mastered in detail the complicated and difficult details 
of American and European finance in their widest bearings. 
Yet even here there are some general propositions worth noting. 
For example, Prof. Laughlin holds that ‘‘ almost no reform of 
our monetary system has ever been gained except by some great 
disaster” (p. 192), ” that the work done by the deposit currency 
is a fair test of the expansion or contraction of general trade 
throughout the country ” (p. 19G), that in times of severe 
stringency “the currency system is not mainly or at all \n 
fault ” (p. 216), and that “the national banks never were in a 
sounder condition than they are to-day ” (p. 221). The other 
five lectures wdll be more easily followed even by those whose 
knowledge of economic science is comparatively slight. Tlio 
frank, not to say trenchant, criticism of American fiscal jx)licy 
and its results enlivens the exposition and arrests the British 
reader’s attention at once. It is not possible in a byef notice 
to do justice to^ all the points which Prof. Laughlin emphasises, 
but a few may be profitably cited to encourage examination of 
the book as a whole. Both the economic and the political aspects 
of protection, reciprocity, and taxation come in for severe stric- 
tures. Taxation, we are told, is badly laid; the duties are too 
high to produce the most revenue; the system, “it is openly 
admitted,” holds back the United States from expansion of trade 
with foreign countries; reciprocity “in any real sense is a choice 
as to those to be sacrificed,” and much more to the same effect. 
*‘It would be,” says Prof. Laughlin (p. 50), “the height of 
folly for friends of the United States in foreign lands to refer to 
our country as an example of the happy results of protection,” 
and when he passes on to analyse the political consequences of 
the tariff system his condemnation is even more precise 

F F 2 
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A measure (p. 52) which, on a great scale, brought private 
interest into the Ic'.gislative halls ; which has made a necessity 
of an unscrupulous lobby ; which has opened the purses of million- 
aire manufacturers at every campaign ; which has put at stake 
in our elections not merely political principles, but the continu- 
ance of our important industries ; which has so far vitiated our 
electoral contests with questions of pecuniary rewards that it is 
impossible to obtain a fair and full discussion and settlement of 
great economic questions on their merits ; a step which has 
poisoned the stream of justice in its very source in the law- 
making power. ...” 

This is indeed a comprehensive indictment, nor need the 
practical conclusions that the prof(3SSor draws be followed up here, 
for they would take us too perilously into controversial issues of 
our own, involving politics even more than economics. Yet Prof. 
Laughlin is no pessimist. “American idealism is,” he tolls us 
with considerable foi’cc, “ the main source of American industrial 
progrc'ss.” Although “ technical training for the working classes 
in America is notably absent,” the fact that “the greatest 
material inducements are in industry, and the strongest, most 
acute and most powerful intellects of the country are to-day in 
the service of production,” “the striking inventive capacity 
which pervades all ranks of the American jxioplo,” together with 
the expanding needs and resources of the whole nation, correct 
the depressing conclusions suggested by a study of fiscal 
and tariff policy. Various aspects ai’c carefully worked out in 
the chapters on Labour, on Trusts, and on the Bail way Problem, 
and these furnish a suggestive commentary on, as well as 
challenge the views expressed in, the striking analysis of indus- 
trial conditions in Europe and America recently published by 
Mr. Shad well. It is particularly interesting to observe that 
in the labour, in the railway, and in the “ Trust ” problems Prof, 
Ijaughlin is strongly of opinion that in the United States, 
“ instead of a tendency to Socialism and the abolition of competi- 
tion, the trend is exactly in the opposite direction — towards a 
vigorous assertion of the enjoyment of free and equal competi- 
tion.” 

The last chapter, on “The Status of Economic Thinking in 
the United States,” is a little disapixjinting, probably because 
it is virtually impossible to treat such a topic satisfactorily in 
five-and-twenty not very large pages. But the obiter dicta scattered 
through this short survey invite careful consideration, particularly 
the broad conclusion that, “in spite of the very considerable 
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intellectual ferment among economic students, in spite of much 
admirable writing intended for popular consumption, it remains 
true that the professional economists have very little influence 
upon the convictions of the great body of our people.” Professors 
of political economy in the United States, as elsewhere, apparently 
are only valued by politicians and electors in so far as they are 
prepared to confirm the arguments and aims of political p^Irties, 
and the unfavourable criticism by the professors of ‘ ‘ the extreme 
policy of American protection” has not merely exposed them 
to personal satire and insult, but has caused a deplorable scepticism 
as to the value of the sciemee they profess. This is not very 
encouraging. But Prof. Laughlin proceeds to emj>hasise two 
other notable considerations — the low estimate put upon the 
teacher as such (“as yet a position as instructor in a college or 
university carries with it no dignity and little honour”), and 
the high value set upon purely material success in all branches 
of the national life. These, when linked w'ith “the nebulous, 
untrained thinking of this gigantic electorate,” arc serious 
elements in the future of economic science in America. That 
a large and continuous dose of “the abiding optimism of the 
American people,” that “belief that the ideal thing will soon 
come to its own,” will vanquish these obstacles, is the professor's 
final conviction. It may bo hoped that some day he will be able 
to show in a second course of lectures that he is right. 

C. Gbant Kobjbbtson 


Die Englisclic KoloniyiUon in IrlancL Von Dji. Morttz Junins 
Bonn. 2 vols. (Stuttgart und Berlin : T. G. Cotta, 1906.) 
Modern Ireland and Her Agrarian Prohlon, By Moritz J. 
Bonn. Translated from tlie German by T. W. Eolleston. 
(Dublin : Pledges, P’iggis and Co. ; London : John Murray, 
1906.) 

Db. L^onn apjiroachos Irish history from the economic side, 
giving a wide berth to the political and personal controversies 
with which most books on the subject arc so greatly con- 
cerned. This method makes him instructive reading even 
where, as in the sixteenth and seventeenth centuries, he is greatly 
indebted for his facts to previous workers in the field. With 
pardonable acerbity . he remarks in his preface that ‘ ‘ Irish 
history, with a few notable exceptions, has been written by dilet- 
tanti, fanatics and party politicians.” But the exceptions have 
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proved most useful for his purpose ; and his footnotes freely 
acknowledge his obligations to the works of Bagwell, Gardiner, 
Lecky, Prendergast, Miss Hickson, and Miss Murray. Although 
he shows great industry in working up the original sources where 
such guides as these writers are not available, we must confess 
that we follow him with more confidence when he is treading in 
the footsteps of others. Of his equij>ment as an economist there 
can be no doubt. But it is too much to ex]>ect that an economist 
should be versed in the detail of Irish history from beginning to 
end. For want of authoritative guides he is evidently uncertain 
of his path when he enters the mazes of Celtic tribal law and 
Anglo-Norman land-tenures. And, at the other end of his work, 
when he loses the assistance of L(^cky, his treatment becomes 
comparatively jejune and halting. His separate essay on 
‘‘ Mode7ni Ireland and Her Agrarian Problem ” shows a close 
acquaintance with the history of the land-question since 1870. 
But between 1800 and 1870 there is a notable falling off in grasp 
and knowledge. We do not point out these lacunae in order to 
reflect on Dr. Bonn, who sets an example of hard wnrk wliich 
native writers might profitably imitate ; but to indicate those parts 
of his work which seem most deserving of study. 

A word must next be said of his attitude towards the concep- 
tion of Irish nationality, so far as this influences the main conclu- 
sions of his work. The keynote of his longer book is the idea of 
the English colony as an alien community with intcrc'sts separate 
from those of the natives. He traces the greater part of English 
difficulties in Jreland to the antagonism of the two nationalities. 
On the other hand he rejects the idea of treating national character 
or national institutions as primordial and sacred. Early in the 
“ Kolonisation ” he discusses the best-known q>stimates of the 
Celtic character (Mommsen, Froude, &c.) and remarks that the 
traits which have been regarded as peculiar to the Celt are the 
common property of all races in the pastoral stage of evolution. 
He holds that institutions are moulded by natural conditions and 
the existing state of knowledge ; national character he appeaKs to 
regard as the product of institutions, and as therefore varying with 
the course of economic development. The conflict, then, between 
Englishman and Irishman has been a conflict between different 
stages of civilisation ; and the ill-success of the Englishman is to 
be explained not so much by his own idiosyncrasies or by those of 
his opjxincnt as by the material difficulty of raising the native 
Irish to that stage of civilisation in which their conquerors had 
been bred. He does not censure English statesmen* for their 
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desire to anglicise the Irish. In fact he argues that the Tudors 
were largely influenced by those considerations which have led the 
democracy of modern England to govern coloured races according 
to the principles of English law. The Tudors believed that uni- 
formity of law would strengthen the English supremacy and 
weaken the chiefs. But they also believed, with some justice, 
that it would improve the position of the Irish kerne by giving him 
fixity of tenure. Dr. Bonn blames the precipitation with which 
English statesmen pursued these objects, and the violence of the 
methods employed. But for the customary law of Celtic Ireland 
he has scant j’cspect. 

It may be objected that he has unduly emphasised the racial, 
to the neglect of the religious and economic, factors in Irish 
discords. Eoreign observers, while they often perceive facts 
which escape the eye of the native, are also apt to present an 
unduly simple view of complicated situations. But Dr. Bonn has 
by no means ignored the feud of Protestant with Catholic, of 
landlord with tenant. He merely argues that it is the racial 
question which has made tliese feuds particularly virulent in 
Ireland. Protestantism long remained the religion of the Scottish 
and English settlers; and one main object of the penal laws was 
to concentrate all landed property in the hands of the Protestant 
interest. The present relations of Protestant with Catholic and 
of landlord with tenant are a legacy from the clays when English 
policy was to emphasise the distinction of races. Such seems 
to be the author’s view of the case, and it is supported by his 
account of the old clan-system. To judge from the particulars 
which he has collected, the position of the Irish ^xiasant was never 
worse than when Iiis land was held under a chieftain of his own 
blood, and the tyranny of the chieftains tended in* the fifteenth 
and sixteenth centuries to become more severe. Yet it was 
accepted by the tribesmen as part of the natural order, and the 
first relief which they obtained w^as procured not by their owm 
efforts but by the intervention of the English government. 

It is impossible to give, within the limits of a review, a 
satisfactory analysis of Dr. Bonn’s longer work. But the main 
ideas which run through it may be shortly stated. The English 
colony, whether in the middle ages or in the seventeenth century, 
was large enough to constitute a grievance, but not to hold the 
country without help from home. Colonisation was a political 
necessity rather than a natural efflux of surplus population from 
England, The colony could only be maintained by offering great 
inducements to adventurers ; whenever the fortunes of the English 
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interest were clouded there was a disposition on the part of the 
settlers to throw up their concessions or to become absentee 
landlords. The policy of colonisation was most successful in 
regard to the towns, which had alw^ays been centres of foreign 
influence. But in the open country of all the provinces, save one, 
the English government only succeeded in creating a landed 
aristocracy. The Ulster colony, with its relatively large propor- 
tion of poor and middle-class settlers, was in great measure a 
fortunate accademt, the result of private enterjnise. The great 
landlords of Englisli or Scottish extraction soon realisc'd, at every 
jKuiod of Irish history, that native tenants would pay higher rents 
and native labourers w^ould accept lower waiges than English 
immigrants. Thus the very class wdiich was cx]x)cted to further 
the colonial jxjlicy did much to discourage the j)rocess of immigra- 
tion. Dr. Ik)nn contends that in several respc'cts tlu', English 
settlers contributed to increase material jnosperity. Idiey intro- 
duced better methods of agriculture. They founded markets. 
They introduced coined money, and they developed certain indus- 
tries. But their tendency wais to sirdc, in a few^ gencu'ations, to 
the level of the subject population ; to adopt native manners and 
to accept native methods of agriculture and manufacture. Ireland 
was doomed by the scantiness of her natural resources and her 
geographical situation to remain a poor country. • But her })overty 
wais increased l)y an expensive government, l)y English inter- 
ference with her industries, and l)y the devastating wars wliich 
resulted from an intermittent and languid ])olicy of conquest. 
It was under the Ck)mmonwx‘alth and the Protectorate that the 
policy of colonisation came nearest to success; and Dr. Bonn 
describes the thirty years which follow^ai the "Uestoration as the 
golden age eff Irish history. But the |>olicy of colonisation was 
not continued as it should have been ; and the strength of the 
colonial element declined from the Revolution onwards. The 
Tudor idea of assimilating Ireland to England was abandoned, for 
it was now believed that the Irish Catholics were irreconcilable. 
Not only did the Whigs return to the old policy, expressed in the 
Statute of Jvilkenny, of erecting a barrier between the immigrants 
and the natives; they also did their best to make the Catholice 
powerless for harm by excluding them from all offices and from 
the influence attaching to the possession of freehold pro[>erty. 
The penal laws were designed less as a measure of vengeance than 
as a measure of self -protection. They were a confession of 
weakness rather than a tyrannous abuse of strength. 

The third chapter of the fifth book — that entitled The. Irish 
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Jjandlord from 1700 to 1845 — will probably be the most interest- 
ing to economists. It exhibits very clearly the connection of 
political and religious agitation with the economic movements of 
the period. From Dr. Bonn’s point of view the salient facts of 
this century and a half are the great rise of rents between 1760 
and 1800, and the equally remarkable decline which followed. 
In company with many writers, from Lord Cloncurry dox^mwards, 
he lays stress upoji the importance of emancipatory legislation- 
as increasing the demand for land. But, since agrarian agitation 
dates from a period before the first measures of emancipation, it 
is probable that the growth of po))ulation was the decisive cause 
which ])rodu(!ed the rise of rents. The early emaJicipation laws 
were no doubt ex])('ctcd to benefit the Pintestant landlord, and 
must have done so in the rare cases wIku-c the improved rents 
did not go entirely to middlemen. But on the whole we are in- 
clined to think that the emancipation movement was chiefly 
important, from an economic point of view, in so far as it diverted 
the attention of the peasantry from tlu', agrarian to the jxrlitical 
grievance. By dogr(X's O’Connell and his lieutenants were forced 
to recognise tJie agrarian ja’oblom in their legislative programme. 
But between 1800 and 18*29 they wer’c undoubtedly successful in 
reiterating the question of rents to the background. It was by 
Committees of the British raiiiamont and by outside observers 
such as Sir George Corncwall Jjewis that the economic side of the 
Irish problem was (liscover*ed and explained. The Irish land- 
laws of the ptaiod 1870-1903 ai'c thtr ontcomc of the inquiries 
instituted by England in 1821 and 1825. It is true that the 
villain of the i)i\H*eding iroriod was discovered to be tiro middle- 
man rather than the landlord. But the existence of the middle- 
man was duo to the pr’cvalerrcc of absenteeism ; and the expropria- 
tion of the landlord was a necessary means to the end of 
eliminating the middleman. Dr. Bonn lightly calls attention to 
the stringent provisions of the moder-n law agaijrst iiiiddleraen as 
one of the rgost hopeful signs for the future of Irish Jigriculturc. 
They are pj:ovisions which can only be enforced when the State is 
the universal Landlord. 

In spite of his wide acquaintance with the agrarian problems 
of other countries, Dr. Bonn can produce no exact parallel to the 
case of Ireland. He states tliat the standai’d of comfort is lower 
among the Irish poasantr*y than among any corresjK^nding class 
in Europe, and liints that the best devised of legislative reforms, 
may prove abortive for this reason. He is appalled by the 
statistics of agrarian crime in Ireland, and remarks that only in 
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Sicily and Andalusia can a similar record be found. He is equally 
strufk by tbe thoroughness of the legislation which has been 
framed to meet the Irish problem ; laws more radical in tendency , 
he asserts, are not to be found in any European State. It is 
natural, therefore, that he should express himself with hesitation 
as to the results of recent English policy. He is in sympathy 
with the general object of creating a peasant proprietary, and 
. holds that Irish experience has falsified the current objections to 
such a system of agriculture. On the other hand, he feels that 
no legislative measures can ensure to every Irish family the posses- 
sion of an “ economic ” (t.c., a self-supporting) tenement. Such 
tenements ought to be at least of 20 acres ; but to give every 
peasant holder a farm of 20 acres it would be necessary that 
hundreds of families should be transplanted. And, even if tene- 
ments of the required size were called into, being, it would be 
impossible to prevent their subdivision in the second or third 
generation. At present the holder of an uneconomic ” farm has 
the opportunity of obtaining employment on a large estate. But 
when such estates are broken up and the peasant is entirely 
dependent on his land, the problem of the “ uneconomic ” holder 
will be more serious than it ever has been in the past. Improved 
methods of cultivation might diminish the gravity of the problem. 
But so far the small Irish farmer has shown no disix)sition to 
sink capital in his land; and there is little prospect that he will 
begin to do so now. “ hlo legislation can deal with this problem.’' 
After all his appreciative criticism of modern reforms Dr. Bonn 
comes back to the position that no legislative measures, not even 
the introduction *of a protective tariff, can produce prosperity in 
Ireland without the active assistance of the Irishmen themselves. 
His painstaking discussion of modern laws may sometimes produce 
the impression that he looks to Parliament for a settlement of 
the Irish problem. But in the last resort he attaches himself to the 
school of Sir Horace Plunkett and Mr. Kolleston, his translator, 
and concludes with the remark that “injurious legislation and 
governmental oppression may indeed be a check to progress ; but 
the mere removal of bad laws is not enough to make a people 
great and strong.” 


H, W. C. Davis 
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tjandmarJi!^ of Scientific Socialism (Anti-Dnehring). ^ By 
Frederick Engels. Translated and edited by Austin 
Lewis. (International library of Social Science.) (Chicago : ’ 
Kerr. Pp. 266.) 

This is a reissue of Engels’ polemic against his fellow-country- 
man, Eugene Duehring, translated and condensed int® some 240 
pages by Mr. Austin Lewis, who supplies an introduction aijd 
appendix to the treatise. It would be superfluous to examine in 
detail such a work by so well-known an author, which has been 
before the public for a life of more than thirty years. Engels 
hirnaedf accurately described its scope in his preface to those three 
chaptcTS abstracted from it, which appeared together as 
Socialism, Utopian and Scientific.” ” I had to treat of all and 
every possilde sul)j(X‘t, from the concepts of time and space to 
Bimetallism ; from the eternity of matter and motion to the perish- 
able nature of moral ideas ; from Darwin’s natural selection to the 
education of youth in a future society.” All these topics and many 
others (somewhat condensed by the editor) we traverse ; and under 
the author’s guidance, trace the absurdities of Herr Duehring’s 
” system ” of Philosophy and of Political Economy and Socialism 
successively, in his views of the scheme of the universe, of cosmo- 
gony and physics, of natural philosophy with the ” natural philo- 
sophical half-poetry ” on which modern science is built; of the 
stability of eternal truths in morals and law ; of the origin of evil 
which is somehow elucidated by the example of the cat (” There 
is no mystery then about evil if one can detect a mysticism 
in the cat or any other beast of prey ”) ; of the basis of equality ; of 
free-will; of the conception of progress — the ” negation of nega- 
tion”; of the philosophical reconstruction of economics as a 
whole; o^ the theory of value, and of socialism. Engels is not 
an antagonist sparing in blows, and his summary on p. 107 of 
the previous chapter on “organic nature ” is typical of his whole 
attitude towards the would-be socialist of the non-Marxian school. 
“If the last chapter ... be read, the empty, self-contradictory , 
assertive, oracular, stupid, circuitous, absolute nothingness of the 
final result lead one to the conclusion that Herr Duehring talks 
about things of which he knows very little, and this conclusion 
becomes a certainty ...” Elsewhere he is said to be “silly 
and incompetent,” “one of the most conspicuous types of those 
absurd pseudo-scientists, who to-day . . . drown everything 
with their noisy nonsense/* 

•Beyond its interest as a study in polemics, what is the value 
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of tho work (avowedly written for a special purpose) which 
justifies its reissue now? Neither Herr Dnchring’s conception 
of time and space, nor even Herr Engels’ refutations thereof are 
of special value after the lapse of thirty years. “ The battle has 
long since rolled away from tho ground on which Engels fought,” 
the present editor readily admits. It is as dofondiDg the ideals 
of the two* opposite conceptions of socialism, tho ethical and the 
utilitarian or economic, that the duel of the two protagonists can 
still be followed with some profit. ” According to this view ” 
(that of ‘‘all English and French, and of the earlier German 
socialists ”) ” socialism is the expression of absolute truth, reason, 
and justice, and only has to be perceived in order to vanquish 
the world by reason of its truth.” J3uehring is all for “eternal 
truths” which shall convert the world to Socialism; Engels will 
have none of such weapons, nor, indeed, of “conversion” in 
any form. His faith is rather in “ economic development,” 
which, “ without exception and inexorably . . . has attfiincd its 
goal,” and leads inevitably to Socialism. Duehring and 
Engels woi’e neither the first nor wdll they bo the last to approach 
the subject of Socialism from different standpoints. Perhaps the 
ultimate opposition betwx>en the two schools is less diametric than 
Engels thought. 

Controversy brings out the points of a case, aiid amidst his 
diatribes on Herr Duehring, Engels finds leisure to present tlic 
doctrines of Marx in brief. The sections on Political Economy 
and Socialism supply the reader in a forcible and concise form 
w\ith all the orthodox tenets of Marxism —and for this alone the 
translation should be of interest. There is tho materialistic inter- 

c 

pretation of history. “Let our ideologist dodge all that ho can, 
tho histori(*a] reality which he lias thrown out of doors comes 
in again at the window' ” ; t he ” doctrine of increasing misery ” 
(the present system of production and distribution “has pro- 
duced the daily sliarpening antagonism bctw'oon tlie continually 
less mmicrous but constantly richer cai>italists and ^hc more 
numerous, but, on the whole, continually [norer propertylcss 
wage-workers”); the insistence on “class-consciousness” as an 
engine of progrt'ss, the orthodox theory of value, depending on 
“average labour-force” (“only so far as is socially necessary 
docs private labour coin|)rohend human labour in genornl ” — an 
explanation wdiich justifies the editor’s comment on the pro})able 
incapacity of the “man in the street” to follow^ the author’s 
f)oint of view), and of surplus value, the elucidation of which 
is “the crowning glory of the work of Marx.” In some eighty 
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pages of this edition Engels enunciates these familiar theses afresh 
and with immense vigour ; disposes in a few energetic strokes of 
the arguments of the orthodox economist, and sweeps aside as 
absurdities the attempts of Herr Duehring at compromise and 
at gradual reformation of the present social system. Here we 
have less vindictive abuse of Duehring (we would wish that the 
editor had spared us even more than he has of the diatribes in 
the earlier chapters), a])d can therefore see the positive lines of 
the Marxian system. For this reason, as was said, the reissue 
will not be without value in a series of the type of the present. 

Mr. Lewis is better as editor than as translator. He con- 
tributes a good introduction of some fifteen pages on the general 
lines of the book, with a brief a[)pendix at the close. He points 
out very fairly in what details his author is not “up-to-date,’’ 
but upholds the latter’s main position warmly, and justifies his 
views as harmonising with the spirit of the twentieth century. 
But the English ot the translation is open to considerable criti- 
cism — the quotations given above are fair specimens — the 
punctuation liaids to ambiguity in some cases (as at the top of 
p. t)2), and the book abounds in small misprints and. omitted 
words. 

Violet Butler 


La Momuiic. By .A. le Foville. (Baris : Ijocoffre, 1907. Pp. 

La iScience Lcofwmiquc (Troisierne Edition, enti^re- 
ment refondue). j>y Yves Gu'^ot. (Paris : Schleicher, 1907. 
Pp. 531.) ^ 

M. i)E Foville has a great advantage over i^iost writers on 
this subject, in having a practical knowledge of it. He has 
studied Money as Director of the French Mint. The subject had 
indeed engaged his attention before his ajipointznent to tliat office, 
in 1893. lie had already computed the amount of money 
circulating in France by a method which was discussed in the 
Economic Journal in 1892 (p. 108). It may bo interesting to 
record here some of the results obtained by the latest application 
of that method. In 1903 the total value of the gold money in 
France (including foreign coins) was 4,800,000,000 francs; that 
of silver (at its “ par,” or nominal value) not so much as half this 
sum. Since 1903 additions liave been made to the gold currency, 
but M. do Foville doubts whether it has been brought up to half 
the^total amount of gold coin issued from the French Mint since 
the year 1795, a total of some 10,000,000,000 francs. We infer 
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that, the gold currency in France now amounts to about 
£200,000,000. Comparing this stock with that of other countries, 
M. de Foville accepts as “ not improbable the estimate of the 
American statisticians that the monetary stock of the world 
amounts to thirty -one milliards of gold, and sixteen milliards of 
silver (say £1,240,000,000 and £640,000,000 respectively). The 
amount of gold — whether as money, or in some other form — exist- 
ing in the civilised world, he estimates at not more than forty 
milliards, that of silver at not more than thirty milliards. A useful 
summary of the monetary regulations prevailing in the difl'erent 
countries of the world is given in one of the descriptive chapters. 
We may also mention particularly the chapter in which the 
various operations by which an ingot is transformed into coins, 
are vividly, we had almost said visibly, set forth. In the descrip- 
tion of monetary technicalities, M. de Foville has among 
economists only one rival, Jevons, who had been an official of the 
Australian Mint. But Jevons’ “ Money,” compared with M. de 
Foville ’s, has the disadvantage of age. 

Practical acquaintance with details is not always accompanied 
by the art of communicating knowledge. But M. de Foville is a 
master of this literary art ; as will be known to our rearlers from 
the specimens which we occasionally give of his contributionB to 
U Economiste Francais. He seems to apply to economic wi'itings 
the Iloratian prescri])tion for poems : Aon sails cst pulchra 
esse . . . *, dulcia sunto. Illustration and anecdote are happily 
employed to win attention to economic truths. For example (with 
reference to the laws of exchange and value) : 

“ If at a raffle [vne tombola] a little boy has won a doll and a 
little girl a gun, both will be dissatisfied [degus] ; but a simple 
exchange will suffice to change their disappointment to, joy.” 

“ When the King of Prussia reproached a celebrated ballet-dancer 
with getting higher pay than the Marshals of his army, ‘ Very well, 
Sire,’ she replied, ‘ make your Marshals dance.’ ” 

Such si>c^cimens suffer by being transplanted from their original 
context, and their native French. Otherwise we should have bc.'cn 
tempted to cite some other passages, for instance, the one in which 
we are told “ where the gold and silver go ” (ch. XII.). 

Among the objects which a popular treatise on Money should 
aim at, M. de Foville has properly included the refutation of 
sophisms. It is, indeed, a principal achievement of economic 
science in a region where first appearances are generally deceptive. 
As a nmlletis Ifiereticorum, M. de Foville has a certain affinity to 
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the compatriot with whom he is here bracketed. They agree in 
condemiiing the same classes ; but they differ in their methods of 
trial. We shall illustrate this contrast by comparing the pro- 
nouncements of the two authors on some of the disputed questions 
in monetary science. 

The “quantitative theory “ of money is handled by M. Yves 
Guyot in such a manner as to leave us uncertain what.efi'ect on 
prices, in his judgment, might be expected if the quantity of. 
gold in the world were to be now increased in the same proportion 
as after the discovery of America. He does not emphasise the 
truth which J. S. Mill had in view when he said (Pol, Econ,, Book 
III. ch. VIII., § 2) that “ the demand for money differs from the 
demand for other things . . . there is always a demand for as 
much money as can be got.“ M. Y\es Guyot refers to* Professor 
Marshall’s observation on an influx of gold stimulating specula- 
tion. A careful study of Professor Marshall’s evidence (Appendix 
to the Eeport of the Gold and Silver Commission, 1887, Q. 9629 
et seq.) would show, we think, that the quantitative theory is 
not quite so otiose as M. Yves Guyot has conceived. The theory 
is judged more justly by M. de Poville. 

“ The influence exercised by tlie rarity or abundance of money on 
its value and consequently on the general level of prices is indu- 
bitable, as history shows.’* 

“ Prices depend indisputably on the quantity of money-matter 
that commodities put on the market [mis cn rente] are confronted 
with [rcncimtrent snr lenr chemin] ; and if the quantitative theory 
was limited to this statement we should have no objection, no 
reservation to formulate.” 

We have no objection to M. de Foville’s careful statement of the 
theory. But we make a reservation in favour of the statement 
given by Mill, of which M. de Foville says : — “ Stuart Mill him- 
self went too far when he affirmed that the rise of prices is inevit- 
able [/aiaZe] whenever tlie quantity of money is increased.” Stuart 
Mill may seem to say so in some passages, taken by themselves, 
but it will be found that they are accompanied with “ qualifica- 
tions ” which, under a complete system of credit like that existing 
in England, render the proposition an extremely incorrect 
expression of the fact (Pol. Econ., Book III., ch. VIII., § 4). 
If he says that ‘ ‘ the general state of prices cannot be corrected 
without the subtraction of actual money,” he immediately adds, 
“or an annihilation of credit equivalent to it” (ibid.^ ch. XX., 

§ 3). Mill seernfe to us to differ from M. de Foville only in being 
less perspicuous. 

Let us take another debateablc subject, Index-Numbers. 
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According to M. Yves Guyotj Mr. Bowley, in his Elements of 
Statistics, commits an error when he says, It is required to find 
the value of gold when measured by the prices of other com- 
modities ” (Yves Giiyot, p. 202 and p. 217 ; Bowley, p. 111). 
Mr. Sauerbeck, too, is blamed for having sought a coEimon cause 
underlying the price-variations which he has ascertained. 
“ IndexrNiimbers,” says M. Yves Guyot, “can never comprise 
all the objects bought and sold “ ; and the movements of all prices 
are not the same. What Mr. Bowley ought to have said is, “It 
is required to find tlie value of certain commodities measured by 
gold, according to the monetary standard ” [crapri’S Vctalon mond- 
tairc].” This is as much as to say that an astronomer ought to 
confine himself to measuring the change in the distance between 
the solar system and certain stars ; he must not attempt thence to 
infer the motion of the sun through a host of stars. A less remote 
illustration is afforded by an experiment which is recorded in a 
former number of this Jouenau (vol. XT., p. ^113). A person walk- 
ing dowm Piccadilly counted the numlxu* of omnibusc's which met 
him, and tlie number which passed him ; and from the comparison 
of these numbers deduced the fact of his owMi progress. For 
M. Yves Guyot, such observations— like the “ yellow primrose ” to 
Wordsworth’s Peter Bell — are “nothing more” than pnrticular 
measurements. Of course, common sense must be employed by 
one who makes inferences from such observations. If the vehicles 
had consisted of a funeral procession moving uniformly in one 
direction, and a train of ordnance w^agons in the o])posite 
direction, the movement of the pedestrian could not equally have 
been inferred. M. de FovilJe seems to have better caught the 
spirit of the method ; — 

“ Prices have conmion causes of rise and fall . , . but there 
exist also for oacli of them special infliaaices, and, in fact, far from 
seeing them all march together in the same diretdion and at the same 
rate like soldiers on parade, we see theau j)Grforjning evolutions 
[evolucr] as confusedly as the crowd in a street, some going up 
while others go down, some runuiug wdiile otlaa’s stop and rest.” 

It is a deep remark that since the beginning of the world, the 
generations of men have had a sort of intuition of the current, 
sometimes progressive, sometimes retrograde, which prices, as 
a w^hole, obey, notwdthstandiiig the infiucaices special to each, 
“which allows us to speak of prices in the plural, and to lump 
thorn together [soVidariser],'' As to the construction of Index- 
Numbers, M. de Foville appears to take up Sir Bobert Giffen’s 
position ; he has a theoretic ])reference for the weighted mean, 
but is content with the common average. 
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Others, forgetting that the better may become the enemy of 
the good, have preached geometric and harmonic means, medians, 
and Lord knows what [quo sais-je] , Distrust these useless cbm- 
plications.” 

Is the median more complicated than the common average? 

The arguments of the Bimetallists are led out for execution 
by M. Yves Guyot. But he hardly does justice to two of the chief 
arguments ; the principle of independent variations — the 
“ double reservoir ” in the metaphor of eJevons — tending to 
stability of value, the contention that the rupture of the bi- 
metallic tie in 1873 precipitated the value of silver which that 
tie had long maintained at a par with gold. Among the objec- 
tions, which he says the Bimetallists have never answered, is 
the old one. 


“ If the fiat of Government [le cachet de VEtat] is adequate to 
fix the value of money, why should not bimetallists ask for equality 
between gold and silver instead of contenting themselves with the 
ratio 15J or 16? ” 

A complete answer has, we think, been given by Sidgwick 
(Pol. Econ., Book II., ch. V., § 6, ed. 3) and by Prof. Nicholson 
(Moneyy p. 303, od. 5). Walker’s metaphorical answer is 
perhaps sufficient. Two horses with somewhat different paces 
can be yoked so as to run together ; but this does not prove the 
wisdom of that backwoodsman who, about to travel for the first 
time by train, thought to evade taking a ticket for his dog by 
cunningly tying the animal to the back of the hindmost carriage. 
It may be that the fable of the dog better represents the facts of 
the case ; that, as things have turned out, if silver had been 
tied to gold , it would not have been able to keep up with gold ; 
but prior to experience, the argument based on* the other 
ix)ssibility was not so absurd. On this matter M. de Fo villa 
shows himself as usual a severe, but not an unjust, judge. 

Certainly the written law is not omnipotent in monetary 
matters, and history proves this superabundantly; but we should 
also deceive ourselves by denying to law all influence on value, and 
history serves equally to prove this, since the ratio of 15J estab- 
lished by the French law between the value of gold and silver 
lasted more or less perfectly [tant bien que mal] for three-quarters 
of a century,” 

But this effect, he thinks, must always be precarious : the legal 
solder would not resist the shocks of circumstance. 

The Austrian theory of value is distasteful to both the French 
writers. But it is remarkable that M. de Foville has adopted 
curves of supply and demand d let Cournot. His appreciation of 
this method — of what it does, and what it cannot do — appears 
No. 67.— VOL. XVII. G G 
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fair enough ; if we take into account that his limited subject did 
not .lead him to consider the use of mathematical conceptions in 
enabling us to apprehend the complex mechanism of Distribu-* 
tion and Foreign Trade. 

We have not obtained much help from M. Yves Guyot’s de- 
finition of value : 

Value is the relation [Tapport] of the utility possessed by an 
individual or a group of individuals to the wants and purchasing 
power of several other individuals.” 

His definition of Capital appears to us equally obscure. After 
enumerating the definitions given by his predecessors — Stuart 
Mill, J jeroy-Beaulieu , and the rest — he concludes : 

“ All these Byzantine distinctions, all these confusions are sWept 
away by [disparaissent mux] the following definition : ‘ The word 
capital denignaieH all the utilities performing economic functions ’ 
[faisant fonefion economique] 

It is fair to add that obscurity is not characteristic of M. Yves 
Guyot’s style. In general he is delightfully clear and concise. 
The masses of facts by which he supports his arguments are 
presented with admirable lucidity. In his mastery of facts and 
figures, in liis use of arguments effective against the cruder forms 
of the causes which he combats, he may be compared to the late 
Edward Atkinson of Boston. Pic might even be compared, as to 
method rather than style, with l^astiat, by tliose who adopt the 
verdict of Cairnes and other English economists as to the scientific 
character of the author of the Harmonies. 

Y. P]DGEWORTH 

I 

Baumwollproduktionund Pflanzungswirischaft in dern Nordameri- 
kanischen Sudstaaten. By Dr. Ernst von Halle. Zweiter 
Toil: Sezessionskrieg und liekonstruktion ; grundziige einer 
Wirtschaftsgeschichte der BauniwoUstaaten von 1861-80. 
(Staats- und Socialwissenschaftliche Forschungen, heraus- 
gegehen von Gustav Schmoller und Max Serino, Band 
XXVI., Heft 1.) (Leipzig: Duncker A, Humblot. Pp. 
xxvi, 669). 

It is many years since Professor Ernst von Halle began his 
minute investigation into the history and economy of cotton pro- 
duction in the Southern States of North America. The first 
volume was issued in 1897, the second is now before us, and a 
third has yet to come. It is to be hoped that the interval between 
the second and third will be less than the time which elapsed 
between the appearance of the first and second instalments, the 
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length of which, no doubt, was partly occasioned by the pre- 
paration of the ponderous two-volumed Die Shiffhauindustrie in 
Deutschland und in Auslande^ issued by the same author in col- 
laboration with Herr Tjard Schwarz in 1902. The present 
volume, which is concerned with the transformation of the 
industrial order in the cotton States as a consequence of the w^ar 
and the new j>olicy to which it led, is based upon information 
gathered on the spot and a seemingly untiring study of the 
immense literature wliich exists upon the subject. It is divided 
into three books. The first, which deals with the economy of 
the confederate States, covers the. war period, and is designedly 
made to contain much detailed political history. It includes also 
accounts of the cotton famine in Lancashire and the Northern 
States, and much information is given ujx)n the course of the 
policy of restricting export, at a time when a large trade might 
have been carried on, which was pursued in the hoj>es that 
Europe would be starved into intervening in the interests of the 
South, and which not only intensified distress in the districts of 
the cotton industi'y hut recoiled upon its promoters in causing a 
needless limitation of the resources of the South. It might have 
been thought that the sufferiug in the New England States (the 
home of bcTigerents, and therefore more com])lotely cut off from 
supplies, and where, indeed, the price of cotton did rise higher 
than in Ijancashlrc) would have been greater than in Lancashire, 
but it did not prove to be so, owing to the policy already referred 
to, which, fortunately, was not persisted in throughout, the lesser 
extent of the cotton industry in the New England States, the 
demand in the vicinity for the army and for labour to fill the 
places of those who joined the army, and to the factithat cotton 
was obtained pid Liverpool. The bitter experience of Lancashire 
was mitigated in some degree by the development of other sources 
of supply ; it would have been interesting if the ultimate outcome 
of the efforts directed to this end had been traced. Upon the 
causes prior to the war of changes in the price of cotton the 
author seems to the reviewer to go somewhat astray. He attri- 
butes the rise in price of the “ ’fifties ” to the growth of spindles 
outstripping supplies of raw material (p. 244), but, d priori, there 
would be no reason to expect any such discrepancy to continue, 
and the rise was not much greater than that in general prices which 
Jevons rightly attributed in the main to the gold discoveries. 
Book II. shows us the dissolution of the old order in the South, and 
Book III. attempts at reconstruction. No contrast could be 
greater than that betw^een conditions in the South prior to the war 
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and those which prevailed after the country had again settled 
down. In 1861 the large estate worked with slaves was the rule; 
at the period with which this volume closes the aristocracy of the 
South had almost disappeared, the small planter was producing 
the bulk of the crop, a rent and tenure problem was being agitated, 
and the negro was again felt to be in a position far from satis- 
factory, though Professor Halle claims advance and points out 
that if the oi>timism of the friends of the negro had not been 
justified by events neither had the pessimism of those opposed 
to his freedom. The efiiciency of the negroes as handworkers is 
said to have declined when compulsion was removed, and from 
decent factory work they were excluded by the prejudices of the 
whites, though probably the actual hardship inflicted was slight, 
as few sought to enter them. And at work on the land they 
could hardly be said to excel. Professor Halle quotes from the 
Geological Survey of Alabama for 1881-2 to the effect that on the 
most fruitful land the population was black, the farmer was in- 
capable, manure was not used, credit was bad, and the produce 
per acre was less than on the poorest land worked by the whites ; 
and that the best agriculture was practised where the two races 
were about equally balanced. These results, moreover, it is 
pointed out, were not peculiar to Alabama. 

This work is as nearly exhaustive as a history can be which 
is not intended to scirve solely as a work of reference, and it will 
worthily rank as the chief authority on its subject for many 
years to come. From careful, realistic studies like this, especially 
when they bear upon an industry which has passed through so 
varied an experience as cotton-planting in . the Southern States 
of North America, it ought to be possible to frame some useful 
general economic and sociological ideas of wider application. 

S. J. Chapman 

Trattato di Politica Gommerciale, By Prof, Luigi Fontana- 
Eusso. (Milan : Hoepli, 1907. Pp. 640.) 

A LARGE part of this book covers ground treated in Gerbino’s 
Comrnercio Internationale ^ which was reviewed in the June num- 
ber of the Economic Journal. Here, as in the other work, great 
industry and a wide knowledge of the literature of the subject 
are apparent, but there is not, perhaps, any large evidence of 
original thought. The book is, indeed, an essay in exposition 
rather than in research, lucid, well-arranged, and easy to read, 
but probably — at least in this country, where the Eicardian theory 
of foreign trade has been so often expounded — of more value to 



1907] 


THE COLONIAL OONFBBENCE 


415 


beginners tha.n to those already acquainted with the main lines 
upon which the discussion of the subject has been accustomed to 
proceed. 

A. C. PiGOu 


The Colonial Conference. The Cobden Club's Reply do the 
Preferential Proposals. (Cassell and Co., 6d.) 

As might be expected, the Cobden Club is uncompromising 
in its opposition to Preference. The fundamental objection to 
anything in the way of an attempt to “ draw away trade from 
the routes which nature prescribes,” or to “a commercial policy 
adopted for political purposes,” as urged (p. 24) against the 
subsidising of the “all red ” mail route, is really at the root of 
their dislike of Preference. In this pamphlet, however, the 
question of Preference is discussed on what would generally be 
called practical grounds. An attempt is made to estimate the 
value of the preferences already granted by the Colonies, and to 
show that they are not of much importance, and are not likely 
to become so. From the statistical tables of Canadian trade, the 
inference is that American imports into Canada increased both 
absolutely and proportionately to the whole more rapidly than 
British imports up to 1898. Since then the proportions have 
been fairly constant, American ira[X)rts remaining considerably 
the larger. As a market for Canadian exports, Great Britain 
still has an appreciable lead, and there does not seem to be any 
distinct change since 1901. Much of the Amerioan imports into 
Canada consists of duty-free raw materials and of semi-finished 
manufactures taxed at low rates. The average tax Oin American 
taxed articles, is about the same as the average on British articles, 
in spite of the Preference. Looking particular items, British 
trade in woollens has increased from $5,576,859 in 1897 to 
$14,739,776 in 1906. “ It looks as if Preference had assisted 

in strengthening our woollen and carpet import trades, but had pro- 
duced no very appreciable effect on other textiles” (p. 35). In 
metals and machinery, the United States continues to predominate. 
In some of the minor trades, such as glass, leather, drugs and 
chemicals, curtains, carpets, jams and pickles, “Great Britain 
has made a more rapid advance since 1897 than the United 
States ; but in most others the Preference has not succeeded in 
deflecting into British channels the increasing trade either of 
the United States or the Continental European countries” 
(p. 36); 
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. Much stress is laid on the determination of Canada to protect 
her- own industries, and it seems to be implied that British trade 
cannot expect to increase very much in future on that account. 
One is tempted to refer to Mr. Lloyd-George’s triumphant demon- 
stration to the Colonial Premiers that the tariffs of Europe and 
the United States had not prevented a great expansion of British 
trade, find to suggest that Canadian Protection, though doubtless 
a hindrance, is likely to be less effective than that of the more 
populous countries. 

The Cobden Club is sceptical as to the continuance of the 
Preference. The new intermediary tariff suggests reciprocity 
with foreign countries, especially with the United States. The 
argument appears to be that a commercial rapprochement 
between the United States and Canada is inevitable, whatever we 
may do. Too much seems to be made of the territorial con- 
tiguity of the two countries. After all, Canada is likely to be 
for a long period a large exporter of raw produce and foods, for 
which there is more need in Europe than in the United States, 
and an importer of manufactures, many of which Europe can 
readily supply without excessive freight charges. 

There is much more in the pamphlet which would take too 
long to discuss. The statistical facts are given correctly so far 
as we have observed. It is the lessons to be drawn from them 
that are so disputable. Nearly everyone can be made to serve 
as the basis of an argument for either policy. 

C. F. Biokerdike 



NOTES AND MEMORANDA 

The Income-Tax in Holland. 

It may interest tbe readers of this Journal to receive some 
information regarding a Bill which has been presented to the 
Dutch Parliament by the pn^sent Minister of Finance, Dr. de 
Meestcr, which tends to modify some of the details — though none 
of the principles — of the existing system of income-tax legislation 
in Holland. This system has boon well explained by Professor 
Edwin I\. A. Seligman in his Esmys on Taxation (pp. 322-330), 
published in 1898. It will be useful, however, to sketch its main 
features, especially because one of them has not always been 
properly understood. 

Wo have in Plollaiid not one single income-tax ; we have two 
taxes which combined arc intended to tax the whole income. 
The first is the Property Tax ; it taxes the value of all the pro- 
perty that a pex’son ]:x)sscsses beyond a certain ar;iount (fl. 10,000) 
at a certain rate — florins for every 1,000 up to 200,000 florins ; 
the remainder is taxed at the rate of 2 florins for^ every 1,000. 
It follows that the owner of property woilh 

60,000 florins pays 60 florins, or 1*000 per mille. 


100,000 ,, 

„ 1124 

M M25 

200,000 „ 

M 2374 

„ 1*1875 

400,000 ,, 

„ 6374 

„ 1*5937 

1,^00,000 ,, 

12,000,000 „ 

„ 1,8374 

„ 1*8376 

„ 23,837i 

„ 1*9864 


The second tax is called the Tax on industrial and other 
revenues y to which all incomes are subject which do not fall 
under the iiroperty tax. In the case of a mixed income — income 
from pro|>erty used by its owner for commercial or industrial 
purposes — the law assumes that 4 per cent, of such capital has 
been taxed already by the Property Tax, so that only the re- 
mainder falls under the other tax. To put it briefly. Let the 
income which a man draws from his business be 10 per cent. 
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of, the capital invested ; then the tax on industrial and other 
revenues will only take account of so much of these 10 per cent, 
as remains after a deduction of 4 per cent., which means that 
the industrial income will be taxed as if it amounted only to 
6 per cent, of the capital invested. 

Both taxes are graduated, and the graduation has been 
arranged in such a manner that industrial incomes are taxed at 
a higher rate when the recipients are also owners of property. 
A man, for instance, receiving an annual salary of 10,000 florins, 
will pay more if he is also a capitalist than he will pay if he has 
no other income besides these 10,000 florins. It is unnecessary 
to dwell on the rather complicated provisions which have been 
framed for this purpose, for one of the chief motives, which led 
the Government to make the proposal I shall presently explain, 
was to simplify this part of the legislation. It is extremely 
difficult to bring two graduated taxes, each of them taxing only 
a part of the income, so in harmony with each other that 
their united working is the same as if they formed only one tax. 
The object, indeed, has been attained by the Dutch law, but it 
must be acknowledged that this could only be done by reducing 
the graduation (practically speaking, for there arc separate scales 
for the minor incomes) to two stages. In the property tax there 
is no higher rate of taxation above the 2 florins for every 1,000; 
this rate is applied to all property exceeding 200,000 florins, how- 
ever large the exceeding portion may be. In the tax on indus- 
trial incomes the same principle has necessarily been adopted. 
Of course, it would have been mathematically feasible to increase 
the number of stages indefinitely, but then the law would have 
been encumbered with further complications which would have 
rendered it a mystery to the ordinary reader. 

In order to make this account of the Dutch legislation as 
complete as it ought to be for the explanation of the new Govern- 
ment proposals, I must add that the tax on income from property 
is, proportionately, much higher than the tax on industrial 
incomes. As the former is not expressed in a percentage of the 
income itself, but based on the value of the property, this does 
not appear at a glance, but can only be found out by a calcula- 
tion. The law assumes, as we have seen, that the income drawn 
from property amounts to 4 per cent, of the capital value. It 
results from this that 1 J per mille of the latter is thought equal to 
an income tax of 3| per cent., and 2 i>er mille to 5 per cent. 
An income from property amounting to 8,000 florins (£666) per 
annum on this assumntion. is taxed 237J florins (£19 14^. ‘2d.) ; 
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an income from property of 16,000 florins (£1,333) is taxed 
637i florins (£53 2^* 6d.). The former is nearly 3, the latter 
nearly 4 per cent. Industrial incomes of the same amounts, 
however, are taxed only 1*8 and 2*48 per cent., supposing they 
comprise no income at all from property. Eoughly speaking, the 
proportion between both taxes is about as 5 to 3. The Dutch 
taxation of income is both graduated and differentiated. • 

I now come to the alterations of the law as proposed by the • 
Government, and it seems to me that the best way for explain- 
ing them is to begin with the latter point, the differentiation. 

There are three methods of applying this principle. The 
first is the Prussian method, which consists in levying a general 
income tax and a moderate property tax besides. It is a very 
simple method if no graduation of any kind be aimed at in at 
least one of the taxes. This is the case in Prussia, and for that 
reason the Prussian system can never serve as a model to those 
who are unwilling to abandon the principle of graduation even 
to a limited extent. To the Prussian method there is also this 
practical objection, that people who have no other income besides 
income from property have to make two returns for the same 
object, the one based on the income principle, the other based 
on the value of property {)rinciple. Indeed, this difficulty is 
obviated in Prussia by a very simple means : for the Property 
Tax no returns are required at all. But this will hardly be 
thought a proper solution of the question. 

The second method is the one applied in Holland and in 
several cantons of Switzerland. It consists, as we have seen, in 
subjecting the carried incomes to a separate tax which is pro- 
portionately lower than the other one. But there is a third 
method — I am not aware that till now it has ever been 
applied, though it is extremely simple. It subjects both classes 
of income to the same scale of rates, but instead of taxing the 
earned income on its whole amount— or on its whole amount 
above a certain minimum — it taxes only a certain percentage 
of it. The effect must be the same, because 3 per cent, of £100 
are quite as much as 5 per cent, of £60. Now this is what the 
Dutch Minister proposes to do, and in adopting this method he 
gained another advantage. There is no a priori reason why, in 
respect of the differentiation, high and low earned incomes should 
be dealt with alike; on the contrary, strong grounds have been 
advanced for reducing the differences between the taxation of 
equal incomes according as the incomes become greater. This 
also forms a part of the Minister’s proposal ; though he does not 



420 


THB JBCONOMIO JOURNAL 


[sept. 


gor SO far as to equalise the rate of taxation for incomes exceed- 
ing 'a certain amount, yet he proposes a declining scale which 
commences by counting an (darned income of .£125 for only £50, 
and ends by counting earned incomes exceeding a certain amount 
for 80 per cent, of what they really are. 

It will bo obvious that by the adoption of this plan the 
difficulties about tlie graduation, referred to above, wholly dis- 
appear. The two faxes being merged into one, the stages may 
be ever so many without producing any complications, and, as 
a matter of fact, they are many in the Minister’s proposal, 
beginning by 8.^ and ending by 6 per cent, of the income as 
calculated according to the provisions of the Bill. Ijct it be 
understood, however, that these 6 per cent, do not apply to the 
whole income, but only to the portion of it exceeding 28,000 
florins (,t;2,333). The principle of graduation in this Bill is in 
every case applied only to amounts in excess of cert.ain sums of 
money, up to a higher sum, where a higher rate obtains. On 
the other haiid, I must also mention that the Bill does not provide 
a uniform taxation for all localiticis. In the Minister’s opinion 
a difference must be made between [daces w'horc liouse rents, 
local rates, and other expenses are high, and places where they 
are low; in the latter the burden of Imperial taxation will be 
borne more easily, and may therefore be made somewhat heavier 
than elsewlnue. Whidher this [)art of the liill will be adopted 
or not is a matter of conje(durc. Of course, in so-called cheap 
localities, it is contended that the cheapness is more a,pparent 
than real, and dully counterbalanced by the fact that rnaTiy 
expenses, those for the higher education of children, for instance, 
are greater th(3re tliaii in big towjis. 

A clause in the Bill which gives more satisfaction is that 
allowing a deduction of 3 per cent, of the amount of the tax, 
though J}ot more thaji 50 florins (£4 3^. Id.) each, for every child 
not himself subjected to the income tax. 

It would be asking too much of the reader’s attention if I 
dwelled on all those details of the Bill which are only of secondary 
interest or which can only be fully understood when considered 
in connection with the general financial system of the country. 
But, in conclusion, T ought to say something of the manner in 
which the Minister [)ropo8C8 to estimate the income from pro- 
perty. As we have scon, the existing property tax assumes that 
property of different kinds produces (or can produce when 
properly invested) an income of 4 per cent. There was nothing 
that prevented the present Minister either from maintaining this 
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principle or from abandoning it. He has done the former. 
According to his proposals, the income from property will be 
taken to amount to 4 per cent, of its capital value. Only for real 
property it will be taken to amount to somewhat less, to 3*2 per 
cent. 

It is a much mooted question whether in doing so he was 
right. Down from the time that the Property Tax was intro- 
duced (1892), it has been argued by many that a tax on income,* 
let it be on the whole or on a part of it, should be based on the 
income as it actually is, not on any fiction regarding it. Shares 
and debentures, it was said, may produce in a given year, or 
even in a series of years, no rowouie at all ; still, in those years 
they are presumed by the law to produce an income of 4 per cent. 
High-class securities newer reach that figure; the interest obtain- 
able by the purchase', of Dutcli State bonds generally is no higher 
than 3J per cent. Of course there is strength in such arguments. 
But there is strength also in the arguments opposed to them, as 
I sliall try to show. 

Let us begin by realising what income is. Income is that 
which a person can afford to spend without growing poorer. A 
correct estimation of a person’s income in a certain period ought, 
therefore, to take account of all losses and gains on the invest- 
ments in that period. If a man has made £1,000 interest by 
the possession of securitii'.s worth £25,000 at the beginning of 
that period, and the securities are only worth £24,000 at the 
end of it, his income from this source will be none. A 
merchant, whose capital is wholly invested in^his business, will 
be sure to reckon* according to this method. After the close of 
the year he will make a profit and loss account, and the balance 
will show him whether he made an income, and, if so, the 
amount of it. 

No income-tax legislation, however, allows a holder of real 
property or of securities to follow this example. If it did, the 
Treasury in years of falling prices would be in an extremely bad 
condition. The law;, in every country where an income tax 
exists, calls income what a person actually receives as the interest 
from his property, no matter how much the property has appre- 
ciated or depreciated. It is obvious, therefore, that we have little 
right, in comparing the two systems with one another, to say 
that the one is based on fiction, the other on reality. They are 
both, to a very large extent, based on fiction. The Dutch fiction 
is that property of different kinds will in the long run and on the 
average produce the current rate of interest. The fiction of the 
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othiBr system is that gains and losses on investments will in the 
long .run outweigh each other, so that the interest obtained will, 
on the average, be equal to the actual income. Which of these 
two fictions is the least objectionable is a question. 

The system of the Dutch Property Tax has certain advantages 
which ought not to be overlooked. In many cases it depends 
upon an* investor’s own decision whether the income he draws 
• from his investments will be large or small. He may be 
optimistic regarding certain classes of bonds or .shares which 
other people will not touch, or he may subscribe to the well- 
known, though not wholly unobjectionable, doctrine that a high 
interest nicans a bad security. An investment, likewise, may 
be preferred by some on account of the chances it seems to offer 
of an increase of its capital value. A person, for instance, may 
be inclined to buy consols in a tight money market, because he 
expects that after a certain time, when money is easier, they 
will be worth more than they are now. The system of taking 
the income from property at a fixed percentage tends to neutralise 
all the various considerations determining the amount of the tax 
to be paid. It considers a given capital as ca])able of producing 
so much interest, and leaves it to everyone so to manage his 
investments that this }X)ssibility may be realised. 

In regard to real property, this system also presents the 
advantage that it cuts short all questions about gross and net 
revenue. In many cases a landed proprietor will be at a loss 
to determine with any approach to accuracy the amount of his 
income in a given year. Very frequently it is only after the 
lapse of a rather long period that he will be to classify certain 
{X)rtions of his expenditure on the land, because it will be only 
then that the effects of his outlays will manifest themselves. 

A great deal more might be said, pro and con, on this topic, 
which certainly is not exhausted by these few observations. The 
importance of the question must not be overlooked ; but it bears 
wholly a technical character, no princi])le whatever being in- 
volved in its solution either way. Still, I \yanted to show that, 
technically sj)eaking, it is a question worth discussing, and 
certainly not so simple as many people hold it to be. 

N. G. PlEESON 

The French Commission on the State of the Textile Industry 
and the Condition of the W earners. 

The report of this Commission, which sat in 1904, was issued 
last year in five solid volumes. It contains masses of informa- 
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tion, not always well digested, about nearly all the textile indus* 
tries of France; but, as the mandate of the Commissioners was 
vague and their task complex, they make no definite recom- 
mendations. The report’s chief merit is that it serves as a 
quarry for the comparative study of economics. Quarrying is 
rather stiff work, for the rc[X)rt is inferior in quality and arrange- 
ment to most of the great English blue books. The situation 
of the hand-loom weavers, for example, is treated in a way that 
compares unfavourably with that adopted by our Commissioners 
and Assistant-Commissioners nearly seventy years ago ; and the 
greatest issue raised before the Commission — whether textile 
wages had or had not fallen since 1882 — is not handled in a satis- 
factory fashion. It is, of course, an extraordinarily difficult ques- 
tion, and the comparative failure in dealing with it was mainly 
due to lack of proper statistical data. 

A strike among the linen weavers of Armenti^res, that led to 
rioting and the calling out of the troops, was the occasion of the 
Commission’s appointment. The Prefect of the North tried to 
arrange an arbitration. The masters refused. M. Jaiir^^s moved 
the House by a stirring account of the weavers’ miseries, and the 
Commission was voted unanimously (Nov. 7th, 1903) to inquire 
generally into “ I’etat de I’industrie textile et la condition des 
ouvriors tisseurS.” 

The main subjects brought before it were the alterations in the 
Factory Acts and their effect on foreign competition ; the char- 
acter and policy of the men’s syndicates ; the tariffs ; the working 
of the conseils des prud'hoynmes ; the condition^of the hand-loom 
weavers and srnall^ masters of all classes; and the wage question. 
Incidentally, the inquiries threw a great deal of light on the rise 
and fall of different manufacturing districts and the details of 
industrial organisation. 

Factory Acts , — Under the French law of 1900, the working 
day for children, young persons, and women was reduced in 1902 
to 10 J hour^ a day and G3 a week, and in 1904 to 10 hours a day 
and 60 a week. Where men work with these protected classes 
they must work the same hours ; when no women or children are 
employed men may work 12 hours a day. In thus dealing with 
grown men France stands almost alone. 

In certain trades women may work two hours overtime on 
60 days in the year, and the mills may work on fifteen Sundays 
yearly, always with the consent of the Factory Inspector. The 
trades where this is allowed are scheduled as season trades, and 
include dyeing, bleaching, printing, weaving of novelties for dress 
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materials, spinning of fancy yarns, fine hosiery making, &c. 
Clearly the line between these and other textile trades is not 
easy to draw. The universal demand of employers was for an 
extension of this list and a general easing of the overtime regula- 
tions. (See I., 75; IL, 148, 202; III., 51; IV., 50, 253, 279; 
V., 31, 251.) In one case, at Eoanne (III., 359), the employers 
-—fine cotton weaving — wished to have the hours rearranged “ de 
iafon k nous permettre de continuer k donner k nos ouvriers 
raprfes-midi du saniedi,” and at the same time work 60 hours a 
week. This is the only case in which a Saturday half-holiday is 
referred to. 

The special grievance of the French employer with regard to 
factory hours is that the French law is so very much more exact- 
ing than the Belgian. As many of the chief textile centres, such as 
Koubaix, Armentieres, Ijille, Fourmies, Sedan, are within a 
stone’s throw of the liclgian frontier this is a very real difficulty. 
The President of the Tourcoing Chamber of Commerce, in an 
excellent rc^port (II., 363), explains how the various economic 
advantages of Belgium — easier laws, lower wages, cheaper coal, 
cheaper land, lower duties on textile machinery, &c. — have caused 
a partial transfer of the worsted industry to I’^elgian soil. Belgian 
workers cross the frontier to go to their daily work in large 
numbers. At Halluin, which is absolutely on the frontier, the 
majority of the workers arc Belgians (II., 519). The wool- 
combers of Roubaix-Tourcoing employ Belgians for all “les 
ouvrages les plus desagreables ” (II., 196) ; they are more docile 
than Frenchmen, say the workmen (II., 289). 

The Stjndicates (Unions) are small, numerous, and normally 
weak. “Nous ignorons I’existence de syndicats ouvriers,” say 
the spinners and combers of Koubaix-Tourcoing (II., 197). The 
two most important unions at Ijille have together only 1,600 
members (II., 315). At Tourcoing there exist “ de nombreux syn- 
dicats pour la raeme profession” (II., 395); the masters are 
alleged to have “ constitu6 en moins d’unc annexe ])lus de 400 
chambres syndicales de 30 membres chacune, sous le direction de 
leur contremaitres et surveillants ; ce sont les syndicats jaunes ” ; 
the object is “ pour mettre entrave a nos syndicats et pour cx)n- 
naitre nos syndiqiffis,” say the men (II., 445). The “ yellows ” 
are said to be clerical in symj)athy and “ ennemis de notre 
Gouvernement.” A representative of the linen and hemp- 
spinning employers describes the unions as “-des etats-majors 
sans troupes ” (II., 478). The Norman cotton-spinners did not 
know of their existence until the last strike (IV., 18), and, for 
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the most part, will have no^dealings with them (IV., 34). The 
Prudhommes of Eoiien report that the unions contain but a 
minority “ en raison des craintes que les syndicats inspirent k bon 
nombre d’ouvriers et aussi, on doit le dire, par crainte patronalc ” 
(IV., 99). In the Vosges cotton district there are few unions 
(IV., 264). In the St. Etienne ribbon trade “ le nombre des 
syndiques est tres minime ” (III., 313). Among the ];x)wer-loom 
weavers of Roanne they number 8 to 12 per cent. (Ill,, 368). 
Masters complain of their purely political character and of the 
predominant influenct^. of outsiders ; in many cases they express 
their readiness to deal with strictly professional unions of the 
English type. This view of the unions is supported, c.g., by a 
Juge de Paix at Koubaix (II. , 221), by the Lille Chamber of Com- 
merce (II., 251), and others (!]., 319, 478). 

Tariffs.— The employers at Eoiil)aix (II., 319) and in Nor- 
mandy (V^. , 15) are strongly protectionist. So are those in the 
Vosges (IV., 275), and the majority of em))loyers giving evidence. 
The manufacturers of pure silk goods al Ijyons demand an extra 
duty (in., 11), so do the workpeople (ILL, 81); but the pro- 
ducers of mixed and fancy silk goods an^ indifrerent and would 
apparently sacrifice the duty if tlu'.y could secure the free import 
of yarns (III., 35). The small jute-weavers of the North and the 
ribbon manufacturers of St. Etienn<‘ also deiTiand free yarn 
(II., 199; III., 217). The Federation Jtaiionale ouvrierc de 
Vindustrie textile de la France^ in a somew'hat over-emphatic and 
over-coloured report, declares agaijist the recent tarifl* policy of 
France (II,, 300). 

(Jonseils des Prudlioinnies. They are accusdd by the Union 
des Syndicats patrhnaux des industries textiles de France of 
being “ too often ’’ dominated by party spirit and of liot fulfilling 
their real task — to serve as a “jurisdiction simple, ra 2 >ide, pen 
coiiteux et d’ordre purement technique “ (I. , 61). At ArmentiJireB 
their main business is that of dealing with cases of alleged unfair 
dismissal (II., 36). In the Est, owing to the scattered nature of 
the industry,* the system is very imperfectly developed (IV., 269). 
In a few cases workmdli assert that they are refused work because 
they have served as Conseillers Prudliornmcs — e.g., a case at 
St. Quentin (IV., 458). 

Hand-loom Weavers and Srjiall Masters.— Thu weavers fre- 
quently combine weaving with agricultural work in the old 
fashion, c.g., at Ijc Catehd (IV., 185), St. Quentin (IV., 426), 
Tarare (III., 403). This combination of textile and agricultural 
work is found even among the combers of lioubaix (II., 195), In 
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the fine cloth manufacture of Sedan the hand-loom is nearly 
oxti?ict (V., 149); also in the Norman cloth districts (V., 231). 
In linen it is still very common in many districts (e.g., V., 213, 
Avesnes; II., 121, Bailleul; V., 241, Cholet, Maine et Loire, 
which has still some 8,000 weavers). About Lyons, owing to 
the decline of the hand-loom in the silk industry, “ les ouvriers se 
refusent g4n6ralement k faire des apprentis ’’ (III., 25, 88). Their 
condition is generally deplorable. They have clung too long to 
their old craft, and, unfortunately, “un bon tisseur k bras n’est 
pas bon ouvrier m^canique; il cherche trop le fini ” (III., 124). 
The distribution of electric power appears to have helped them 
but little (III., 135, &c.). In the St. Etienne ribbon trade 
electricity is extensiyely used ; in combination with ‘ ‘ la d6mo- 
cratisation des articles it has led to the reduction of weaving 
piece rates, and the substitution of women for men in the 
domestic industry (III., 238). There were 11,000 electrically- 
driven domestic looms about St. Etienne at the end of 1903 
(III., 244). 

A weavers’ union from St. Etienne protests against the 
exemption of the domestic weavers from factory laws and in- 
spection, and demands an eight hours’ day for all (III., 271). 

In most districts the decline of small masters is noted. An 
interesting exception is the hosiery trade of Troyes. Up to about 
1894 the concentration of frames in factories proceeded steadily. 
Since that date numerous small workshops, in w^hich the frames 
are driven by petrol motors, have sprung up. In most cases they 
are not true “ family workshops,” but have shared their im- 
munity from regulation. The larger employers naturally object 
to this ” unfair ” competition. 

Wages.~^The men generally allege a fall since 1882, but in 
the machine trades are never really able to prove it. At times 
their replies are confused and contradictory. In nearly every 
class of handwork the great fall is admitted on all sides, and in 
power-weaving the masters are in several cases unable to prove 
any rise, c.jf., Tourcoing worsted, “ les salaires n’oht pas change 
depuis vingt ans ” — report of Chamber of' Commerce (II., 356). 
The men agree (V., 276). In spinning the rise is both asserted 
and denied— Roubaix-Tourcoing, wool (II., 211, 232, 285), cotton 
(II., 206); Lille, cotton (II., 280); Normandy, woollen (IV., 
175, 203), cotton (IV., 12-13), &c. The most satisfactory figures 
come from the cotton industry, as in most . countries. The 
masters in Normandy and elsewhere admit that wages were 
abnormally high for a time after the war, but are able to disprove 
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any general fall since 1880. An excellent series of figures from 
forty-one Norman cotton-spinning firms covers the whole period, 
1882-1903 (V., 24). The spinner’s daily wage rose from 4*52 to 
4*88 francs, the big piecer’s {premier rattacheur) from 2*62 to 
3*01, the female frame spinner’s (veilleuse de continus) from 
2*31 to 3*07. Whether there was less or more chdmage is, of 
course, a disputed and unsettled point. At Tourcoing the masters 
claim a 10 per cent, rise in cotton-spinning wages, in spite of 
shorter hours, since 1882 (V., 274). This is probably correct, as 
it nearly agrees with the Norman figures. The Tourcoing 
spinner makes 5‘75-"6'0 francs per working day, the piecer 
3*65-3*75, the frame spinner 3T6. The Lille figures are slightly 
lower (V., 293), those of the Vosges a good deal lower (V., 335). 

For wool combing and spinning at Tourcoing the employers 
also claim a 10 per cent, rise in twenty years ; but the few com- 
parative figures given do not all bear this out, e.gf., mule spinner’s 
weekly wage, 1885, 34*50; 1903, 30*0; women’s wages, 1885, 
17*50; 1903, 16-20 (V.,273). 

Miscellaneotis . — Throughout the textile industries the joint- 
stock company {Soci&tc anonyme) is very rare (L, 12, 53; II., 
159, 201; III., 51; IV., 40, 144, 442). True apprenticeship is 
practically extinct (1., 59; II., 250, 336; IV., 187). The fine 
cotton trade of Tarare has suffered greatly from the suppression 
of religious processions and orders (111., 401, 404). The fine 
cloth industry of Sedan is decadent (V. 121, 299). Italian com- 
petition is keenly felt about Lyons (III., 27), and also by the 
makers of shoddy cloth {Dray de Renaissance) at Vienne (III., 
181). 

The French exports are mainly of fashionable goods (silks, 
ribbons, fine worsted stuff’s), and are extraordinarily dependent 
on the English market, in which they have not been gaining 
ground of late (II., 248, 378, (tc.). Throughout all the indus- 
tries complaints of stagnation and unemployment are very 
common. There is no sort of evidence in favour of the view that 
a protective tariff means full work ; there is evidence that , without 
one, some of the French manufacturing districts might have suf- 
fered far more than they have. But for the tariff of 1892, say 
the Norman cotton-spinners, “we should have been all dead” 
(IV., 15). This, of course, is natural enough. 

J. H. Clapham 
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Akbitratton in the Foreign Corn Trade in London. 

When I first became a member of the Foreign Corn Trade in 
London, about fifty years since, disputes were rarely settled by 
arbitration, excepting in the trade with South Kussia and the 
Danube. At present almost every difficulty is arranged by that 
method. 

In the middle of the last century tlie magnitude of the trade 
was very much less than it is now. Consignments of grain by 
foreign houses for sale in England formed a larger proportion of 
the whole shipments than at present, the number of shippers was 
limited, and those consisting chiefly of old and well-known firms, 
who made their sales directly or by means of agents established 
in London to their clients, the importers. 

As transactions multiplied disputes grew more numerous, and 
the buyers on this side became less disposed to leave themselves 
almost at the mercy of shippers. They could have recourse to 
law, but legal proceedings, especially when they have to be 
carried on in a foreign country, are so expensive and troublesome 
that in nearly all cases buyers refrained from legal action, and the 
unsettled grievance, after the interchange of a few letters charged 
with reproaches, menaces, and explanations, dic'd a natural death. 

The practice of arbitration, then, wjis adopted, but it grew up 
slowly in consequence of the resistance of shippers, who were 
naturally reluctant to surrender the position of advantage which 
they possessed ,, an advantage arising in the majority of cases not 
only from being placed on the k^gal defensive, but also from the 
fact that, ^him the shipment had been made, the seller had, 
according to custom, obtained payment in exchange for the ship- 
ping documents and the buyer only became aware of any defect 
in the quality of the grain after its arrival, and therefore sub- 
sequently to parting with his money. The majority of disputes 
arise u|)on questions of quality. 

The earliest references to arbitration generally stipulated that 
each party to the contract should appoint a London Corn Factor 
to act for him, and that the decision of these arbitrators or that 
of their umpire should be final. As arbitrations became more 
numerous the field for the selection of arbitrators was widened, 
and all members of the London Corn Trade became eligible for 
selection. 

In the year 1870 a Committee of Arbitrators was formed in 
London. Many people, especially sellers, were dissatisfied with 
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the practical working of the old method. Each arbitrator usually 
became an advocate for his principal, and sometimes difliciMties 
arose in agreeing upon an umpire. The wrangling of two 
arbitrators, each championing the cause of liis principal with a 
pertinacity similar to that of a zealous pleader at the bar, was not 
deemed conducive to a fair decision. The Committee was esta- 
blished to meet these objections. Twenty members wore elected 
by the London Corn Trade to constitute this Committee, and the 
number has remained unchanged up to the pr('S(mt time. Half 
the members are elected from buyers and half from sellers, or 
their representatives, and all continue to be members until they 
retire voluntarily or })ecomc ineligible, when a new member is 
substituted. 

The modus opcrimdi of this Committee is as follows. Each 
party to the conti*act giving rise to the dispute is required to 
sign a reqiuist to the Committee to undertake the settlement. A 
Sub‘Committee, consisting of three members, is then appointed 
to investigate the matter and draw up a report, which is laid 
before the next ordinary Committe(i nundang, who confirm or vary 
this report and issue an award in accordance, signed by the chair- 
man ; the award thus becoming the award of the Committee. 

The fees on disputes relating to quality range from .£8 3s, on 
quantities not exceeding 1,000 quarters up to £15 15t9. for 
quantities exccMuling 11,000 quarters. On disputes other than 
those relating to ({uality the fcjes are at tlu'- discretion of the 
(k)mmitt(^e, the minimum being £3 3.9, 

In many respects tliis mode of dealing with, disputes seems 
to rm; preferable to the older system. Besides accomjdishing 
the puiqKise for which it was created, it sujiplies to^sonie extent 
the place of. an appeal tribunal. Two objections wdiich have 
some force, have, however, been raised to this method. One is 
that the members of the Sub-Committee may not have any 
special knowledge of the quality of the grain, or of the other 
subject-mattctf; on which they have to report, the othevr that a 
dispute can be settled more quickly by the old method. In 
practice I think that the first objection is fairly met by taking 
care that one member at least of the Sul) -Committee sliall possess 
the expert knowledge required, and by the fact that the award is 
made by the whole Committee after consideration, and, if neces- 
sary, revision of the report. The other objection cannot be 
entirely removed because^ an award can only be issued after the 
next Committee meeting. 

The people who promoted the formation of this Committee 

H H 2 
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were chiefly, though not entirely, those who were interested in 
the grain trade with the Baltic and other ports of the North of 
Europe, and although its founders hoped that its operations would 
bo extended to all branches of the foreign grain trade, that hope 
was never more than very partially fulfilled, and at present nearly 
all the disputes submitted to it for settlement arise out of 
contracts with Baltic ports. 

Contracts for the sale of grain from nearly all other parts of 
the world usually contained the old arbitration clause, and no 
alteration was made, the sellers seemed fairly content with the 
old arrangement, and those accustomed to act as arbitrators 
resisted any change. 

Such was the position of arbitrations up to the year 1886, 
when the London Corn Trade Association was incorporated. 
The objects for which this Association was established were mani- 
fold. It undertook to deal with contracts, charter parties, bills 
of lading, policies of insurance, arbitrations, the collection of 
samples, and to perform other duties to facilitate the working 
of the machinery of the grain trade. It has been a successful 
institution. At present by far the largest part of the English 
import trade in grain, and no inconsiderable part of that trade 
between foreign ports, is carried on under its contracts. 

The Association numbers now (1906-4907) 430 members, and 
is managed by an Executive Committee of twenty-five members, 
who elect annually a president and two vice-presidents. One- 
sixth of the executive retire every year, and are ineligible for 
re-election befqre the following annual meeting. There is an 
Arbitration Appeal Committee, consisting formerly of twenty-five, 
now of thifty-five rnembers, divided into five sections, one of 
which section retires annually, but the retiring members are 
eligible for immediate re-election. Members of the Executive 
Committee are usually, but not necessarily, members of the 
Appeal Committee. 

When a dispute arises under one of the Associeition contracts 
it must be referred for settlement to^ two arbitrators, one 
appointed by each party ; those arbitrators have power to appoint 
a third, and the award of any two of these is final, subject only 
to the right of either party to appeal. Contracts made on so- 
called “ rye terms ’’ are alone exempt from appeal. 

The arbitrators must be principals engaged in the corn trade 
as merchants, millers, factors, or brokers, resident in the United 
Kingdom, and also members of the London Corn Exchange, 
Baltic or London Corn Trade Association. 
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Arbitration fees on E. Indian grain range from £1 Is, -for 
each arbitrator on quantities not exceeding 200 tons u^ to 
£5 5s. for quantities over 3,000 tons, on questions of quality. On 
all other grain from £1 Is. on quantities not over 1,000 quarters, 
up to £5 5s. for quantities over 15,000 quarters. On technical 
questions fees are at the discretion of the arbitrators. 

When an appeal is made the appellant is required to pay a fee 
of £15 155. if a member of the Association, or £21 if not a’ 
member. The appeal court is formed of five members of the 
Appeal Committee, elected by ballot, and they must confirm the 
award, the fees following the award, unless four members decide 
otherwise. 

When the introduction of an appeal was first suggested the 
proposal met with some opposition. It was said that the innova- 
tion would cause delay, increase expense, and render umpires less 
careful in troublesome cases by relieving them to some extent 
from responsibility. They would say, “this is a difficult case, 
my opinion is so and so; but it may be wrong — if you think so, 
appeal.” But, I think, there is no doubt that, looking at the 
magnitude of the amounts frequently involved, and the com- 
plexity of many of the cases, it would be undesirable to make the 
umpire’s decision irreversible, especially in view of the fact that 
he is often forced to reach his conclusion upon evidence much less 
complete than tliat which is obtainable in a court of law. The 
production of a multitude of witnesses and an elaborate sifting of 
evidence, is incompatible with the practical working of mercantile 
arbitrations. 

The foregoing I think, a fairly complete, although not 
exhaustive, account of the origin and growth of a system which 
has been fojmd conducive to the easier working of the import 
trade in grain. It has, I think, undoubtedly with advantage to 
the trade, relieved our Law Courts of many cases which other- 
wise would have come before them, and has dealt with a multi- 
tude of other disputes which would not have been submitted to 
those courts, either because their machinery is too costly or in 
other respects unsuitable for adjudicating upon such cases. 

C. Qhattaway 

Correspondence of Ricardo with Maria Edgeworth. 

Subjoined are passages of economic interest extracted from 
a correspondence between Ricardo and Maria Edgeworth, which 
is in ihe keeping of Mrs. F. Ricardo, of Bromesberrow Place, 
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Ledbury. The readers of the Economic Journal owe a debt of 
gratitude to Mrs. Eicardo for having furnished a copy of these 
letters at the request of the Editor. It should bo mentioned that 
he first learnt of their existence from Professor J. H. Hollander, 
of the Johns Hopkins University, Baltimore, to whom students 
of Eicardian literature had been already so deeply indebted. The 
full text of the letters, with an appreciation of their bearing on 
‘Eicardo’s character and doctrines, will no doubt be published by 
Professor Hollander on some future occasion. 


Miss Edgeworth to Hicardo. 

Edgeworth's Town., July 9th, 1822. 

.... Now that I am three hundred miles from you, I regret, 
however, that I did not make still bettor use of my time when 
I was with you — that I did not take more advantage of your 
kind readiness to explain and discuss, and of that candid, mild, 
truly philosophic temper in discussion of wdiich, tliough I call 
it philosophic, there are so few living or dead examples even 
among philosophers. (Do you call this flattery? No, you feel 
it to be truth.) Among the numbers of questions I should wish 
to hear you discuss is one of vital consequence to this country 
— the question for and against the potato, which has for some 
hundred years past been alternately cried up as the blessing 
and cried down as the bane of Ireland. 

In Berkley’s Querist (which, by the by, contains in the press- 
ing stylo of interrogation as much deep thought in the subtle 
form of doubts as Socrates himself could ha/^/e proposed had he 
lived in Irolqnd) there is this query : — 

“Whether it is possible Ireland should be well improved 
while our beef is exported and our labourers live upon potatoes.” 

In the article on “ Cottagers ” in the Encyclopedia Britannica 
the same question is ably discussed. But I do not feel it is put 
at rest in my mind. At this moment, when haK Ireland is 
famishing apparently from the failure of our jx)tato crop, the 
arguments come home to the stomach, I grant, but when in 
another month new and good potatoes are in every creature’s 
mouth, and the famishing bodies revive, the case would alter, 
and we should recollect the many years of plenty and indepen- 
dence, the thousands of hardy bodies and merry souls which have 
(in smoke i>erhaps — but no matter — if happy) blessed the potato. 

As to the objection of the potatoes not being a storable food, 
M. L’Astoyrie shows how, by an easy process, it can be made 
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into storable flour. I enclose a sample which he gave us, in 

1803. 

As to potatoes facilitating the cottagers’ sub-division of pro- 
perty, that is a weighty objection. 

As to its encouraging the Irish peasantry in sloth, this does 
not appear to me a valid objection. It is only arguing from 
the abuse, not the use. If he is at ease about his year’s food, 
and has time to spare, use the time, but do not complain that* 
it is not employed in another way of raising food. 

As to all the Malthean objections to the potato, do not all 
these apply to machinery manufactures, to all that tends to 
save time, labour, and increase the wealth of a country? 

In fact, you in England, who do not live upon potatoes, and 
who have gonc^ through all the prosperity and adversity of manu- 
factures, are you better off? are you happier? I don’t ask whether 
you are richer than we are in Ireland. Take an average of 
years — don’t fix your eye upon this dreadful time of famine. 

I wish, my dear Sir, that after your return from your intended 
excursion to Franco you would come to poor little Ireland and 
see and judge of it for yourself, 

* * ^ 

Ricardo to Miss Edgeworth. 

Bromesberrow Place y Ledbury y December 13th, 1822. 

I do not know that I have given the question for and against 
the potato that degree of attentive consideration to entitle me 
to speak with confidence ufK)!) it. It is probable, I think, that 
as in most other contested opinions, the parties pn both sides 
have been, guilty of exaggeration, I confess I have always 
inclined to that view which regards it as an evil that the popula- 
tion of a country should be chiefly fed and supported on potatoes. 
But my objection rests almost wholly on the fact which we have 
so often witnessed of the crop being uncertain and liable to 
peculiar accidents. We cannot, I think, doubt that the situation 
of mankind would be much happier if we could depend with 
as much certainty on a given quantity of capital and labour 
producing a certain quantity of food, as we can depend upon 
the same quantity of capital and labour producing a certain 
quantity of manufactured goods. It is evident that in the latter 
case we can calculate upon results almost with absolute certainty ; 
in the other case we must always be exposed to the uncertainty 
of the seasons, which will render the crop fluctuating. If it 
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be. granted that certainty, with respect to the production of 
quarrtity of food, be desirable, it follows that of all the different 
qualities of food on which mankind can be sustained, provided 
it be not too difficult to obtain it, that quality is most desirable 
for their general consumption on the production of which we can 
rely with the most certainty. In comparing wheat and potatoes, 
I apprehend the former approaches much nearer to the desired 
' end than the other, and for that reason I give it the decided 
preference. The argument that the failure of the potato crop 
is only occasional, and that at all other times there will be in 
the world a much greater number of happy and contented beings, 
appears to me defective. Judging by my own feelings, if, for 
five, six, or seven years of easy competency, with respect to 
food, I had to endure one year of famine, and to witness the 
sufferings of my family and friends, for that one dreadful year, 
I would rather that I had never been born ; no happiness (and 
it is happiness of no extraordinary kind of which we are speaking) 
can comi)ensate perpetual hunger, and all the evils in its train, 
for one year, much less can it compensate for the dreadful suffer- 
ing of starvation, if that should be the consequence. Answer 
this objection, and I am for the potato. You say that the potato 
is a storable food, and you would, I conclude, infer from that 
fact that provision might be made in years of plenty for the 
occasional years of scarcity. There can be no doubt if it be a 
storable food, and if the preparation of it for store were not 
expensive, so that the price should not be greatly enhanced to 
the consumer iucthe years of deficient crop, great progress would 
be made in the defence of the potato, but we must be satisfied 
as to this fapt ; and then I should still require some proof that 
there were among you some of those patient, plodding, calculat- 
ing merchants who would be contented to enter into a specula- 
tion on a prospect of its success in four, five, or ten years. Give 
me these securities, and I will fight with you till death in favour 
of the potato, for my motto, after Mr. Bentham, is: “The 
greatest happiness to the greatest number. “ As to the objection 
of potatoes facilitating the cottagers’ sub-division of property, we 
might have said the same of wheat in former ages. While 
potatoes continued very cheap, it would have that tendency, but 
I do not know why potatoes might not become in time as dear 
as wheat, for let it be always remembered that it is not quantity 
that regulates price, but facility or difficulty of production. If 
tho people of all countries lived on potatoes, I can conceive the 
world to be many times its present amount of population, potatoes 
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to be increased 50 or 100 times in quantity, and yet to be doubled, 
tripled, or quadrupled in value. Sloth and rags are no more the 
concomitants of potatoes than of wheat. With the one we might 
have an industrious, happy people, equally as with the other, 
only three times (perhaps) more numerous. Good government 
does not depend on the food of the people, and I have great 
doubts whether the population of Ireland would have been wiser 
or happier if they had never lived on any other food but wheat, 
provided the crop of wheat had been subject to the same vicissi- 
tudes from seasons that potatoes are liable to. It is quite certain 
it would never have been so numerous. 

I agree with you as to many of the Malthean objections to 
the potatoes being unfounded ; they might equally apply to 
machinery in manufactures — in fact, Malthus himself does so 
apply them. 

I think we are not only richer, but happier, in England than 
in Ireland, and for the reasons I have before given we arc never 
so near actual famine as you are ; what can you put in tlie scale 
against this dreadful evil? I should be glad to accept your 
summons and go to Ireland to judge for myself. I thank you 
for the tempting offers you make me; so does Mrs. Eicardo, so 
does Mary, and so, also, does Bertha; but it is for the present 
out of the question; we shall, however, hope some day to pay 
you a visit at Edgeworth Town. We thank Mrs. Edgeworth 
and your brother for the encouragement they are pleased to give 
to it. 

Miss Edgcioorth to Ricardo, * 

Black Castle, Navan, December 28th, 1822. 

• 

To return to the potato cause, too nearly allied perhaps to 
the whiskey evil. You handsomely promise that you would join 
me in defence of this root of plenty if I could prove to you that 
it has the essential advantage which, other things equal, should, 
as you justly observe, decide the choice of a nation’s food, viz., 
security — security that the supply will be constant — or, as I 
should add, that the deficiency, if it occur in the food chosen, 
can, with the greatest probability, be supplied from other sources. 

I add this because it does not appear to me essential that the 
nation should confine itself to one species of food, though that 
may be its staple supply. 

Then I come to your required first quality of storability. You 
see, I set formally to work at the argument as your own dear 
Benth’am or Mill would do. 
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.1 did send you in my last letter, or will send you in my 
next* a sample of potato flour which was made by M. L’Asteyrie 
at Pari^ in the year 1803, which he gave to me, and which I 
have kept ever since. You will see that it is good, therefore you 
must admit that potato flour can be stored, and will be good at 
the end of twenty years. 

Then comes to be considered next the practicability of storing 
potatoes in this country upon a large scale and the cost of so 
doing. And here for the present I must pause in this part of 
the argument. I must wait till T have further information. I 
have written to Paris to M. L’Asteyrie to ask whether his process 
for storing }X)tato flour has been carried on to any extent, and 
at what expense. Then I will inquire how or if it could be 
carried on in this country. 

In the meantime I have this morning put some questions 
on the comparative advantages of corn and potatoes, and I will 
give you the result in the answ^ers of a clear-headed man who 
has had much experience in farming land and in living among 
the lower classes of the people here so as to know their habits. 

Query : Do you think that there is more chance one year with 
another that a wheat crop should fail or a potato crop ? 

Answer: More chance of the wheat crop failing, and more 
chance that oats should fail than potatoes. I reckon potatoes 
the most secure and profitable crop. 

Query: If you had to feed this neighbourhood for ten years 
to come, and all depended on you, would you depend on potatoes 
or corn ? 

Answer: Potatoes, certainly. 

Query: Are jwtatoos, corn, and oats likely to fail the same 
season, or from the same causes, or in different seasops, and from 
different causes? 

Answer: On different seasons and from different causes. 

Query: Why? 

Answer: Because it is the blast which injures the wheat, and 
that does not touch the potato. It is the frost which injures 
the potato, and that docs not touch the wheat or oats. Damp 
which injures wheat, and docs not injure potatoes is frequent 
in Ireland. 

But suppose, my dear Sir, that potatoes failed altogether, 
the corn being safe, you would have a supply of food ; since 
corn being a storable commodity, you might have as much stored 
as you please or as calculation of chances showed to be necessary, 
so that even if potatoes be not storable, we have all that is 
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required if we cultivate a certain proportion of both potatoes 
and corn. 

Corn must be cultivated, otherwise there would not be straw 
to supply manure for the potatoes. It is therefore only neces- 
sary to settle the proportion between the two. 

The distress which arose last year in Ireland, it has been 
asserted, arose from the general failure of the potato crop, but 
it could not liave arisen from that cause, for this plain reason : 
the failure was not general. Potatoes were plentiful and good 
in many parts of this country, though bad in others. The 
distress, as far as I have been able to learn, arose partly from 
want of communication and information between the places 
where there was plenty, and places where there was scarcity, 
and partly from want of money. Where there was sufficient in- 
formation there was plenty of food appeared, both potatoes and 
corn, but there was actual want of money to purchase this food, 
or there was a want of exchangeable value or commodities among 
the lower classes. All the money they had went for rent, and did 
not fully pay the rent. Ecmember, I am now merely stating 
facts. 

Where the potatoes did fail, this, as I am informed, arose in 
great measure from the improvidence of the people who did not 
plant them in time. 

I admit that these habits of improvidence are to be taken into 
account against the general security of the potato crop as national 
food. But though you may take it into account, you must only 
account it as an evil that should be remedied, not as a decisive 
argument against a 4 ^)ositive good. You would surely, as a legis- 
lator, seek for the cure of a moral evil that admit^s of remedy 
instead of giving up in indolent despair a good which is only 
rendered insecure by the bad habits which you ought to reform. 

From pretty extensive information which I have collected I 
learn that potatoes are not only the most profitable crop, but 
that the proportion of profit is considerable. 

In this county of .Meath several farmers have, after paying 
rent and all expenses of manure, labour, &c., one-fourth clear 
profit on their potatoes. 

There is a difference of prgfit in favour of potatoes over wheat 
of £3 per acre at an average ; the wheat selling at 405. a barrel 
(a barrel being in this part of Ireland 20 stone, 14 lbs. weight to 
the stone) ; potatoes selling on an average at 5s, a barrel or 3d. 
a stone. 

This year the ix)tato crop in this county being abundant, 
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potatoes are selling in the market at IJd. a stone. Wheat at present 
sellihg from 185. to 235. per barrel. 

Ricardo to Miss Edgeworth. 

Wottenunderedge, January lltfe, 1823. 

On the subject of the potato we are so far agreed that we 
both think security for a due supply of the principal food of the 
people of the first importance ; but you add that if the supply of 
the principal food is not constant, you would be satisfied with 
a fair probability of the deficiency being supplied from other 
sources. So would I, but here you raise another important 
question, namely, whether there is any fair probability of a sub- 
stitute being provided in case of a failure of the potato crop, 
when potatoes are the chief food of a people? The impossibility 
of providing any substitute is the stronghold of those who are 
enemies to the potato. They say, and say justly, first, that it 
is not to be supposed that any much greater quantity of grain 
will be provided than what is necessary for the average demand, 
and that if the demand should increase, in the degree in which 
it would do, if the bulk of the people, living before on potatoes, 
required all at once a large portion of corn, there could be no 
supply adequate to it, and consequently the price would rise 
enormously. Secondly, supposing the first objection unfounded, 
and an adequate supply of corn procurable at its ordinary price, 
the people could not afford to buy it, and would be starving 
in the midst of plenty. As wages in a potato country would 
be regulated with reference to the average value of that root, the 
people woufd have no means, when the potato crop failed, of 
buying the dearer food. These objections appear to me conclusive 
against any dependence on substitutes, and therefore we are 
bound to consider what security we have for the regular supply 
of the “potato itself, or of the storable flour of potatoes of former 
years of plenty, to come in aid of a deficient crop. Before I 
say anylihing on this question, I wish to observe that the chief 
objection which the adversaries to the potato make against it as 
the principal food of the people is equally applicable to grain, 
which thfsy think should be the principal food. 

When the crop of grain fails, they say the people can have 
recourse to cheaper substitutes, such as potatoes. They can never 
make dear food a substitute for a cheap one, but they may make 
cheap food a substitute for a dear one. This argument would 
be just if at all times a supply of the cheap food could be obtained, 
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but in a country where wheat constitutes the chief food of the 
people, no supply of potatoes ever is grown which can be adequate 
to feed the people if the crop of wheat fails. No more potatoes 
are grown than what are usually required in addition to the 
average crop of wheat. How, then, can potatoes be substituted 
for wheat ? From whence are they to come ? There is no limit 
to the rise in the price of potatoes which would take place 
under the circumstances supposed. In fact, we should not sub-, 
stitute a cheap for a dear food, for this food which was ordinarily 
cheap would become as dear as wheat. 

If it be said that when potatoes constitute the chief food of 
a people, we might, by a failing crop, be deprived of three- 
quarters of our usual supply, and that when wheat constitutes 
such chief food, wo are never deprived of more than one-fourth 
by a failing crop, I observe that this may be a good reason 
for preferring the wheat, because it is a more secure crop, and 
this brings us to the main question — the comparative security 
afforded by the two species of food. 

We will first consider the quality of storability of the potato 
flour, for I like the formal method after the manner of Bentham 
and Mill, whose example you have so well followed. 

1. That potato flour will keep for the requisite time appears 
to be proved by tolerably good evidence ; for the present I will 
assume the proof to be satisfactory. 

2. The next point is the cost of preparing and storing potato 
flour. If the cost be great, it will come under one of the twO 
objections usually, and I think successfully, made against sub- 
stitutes, namely, that we must never attempt* in the case of 
a bad crop, to substitute a dear for a cheap food. Potato flour 
might in such case be a good provision against & failing crop 
of wheat, but not against a failing crop of potatoes. 

3. The next and most important point is the comparative 
hazard of a failure in the crops of wheat and potatoes. The 
answers to your questions given by the gentleman to whom you 
referred them, and in whose opinion you have confidence, are 
very satisfactory, anS if confirmed by men of experience in the 
practical details would remove all my objections to the potato, 
provided that the two following questions should be answered 
as satisfactorily : — 

Query. What is the proportional difference of an average and 
a deficient crop of potatoes? The same question as to wheat. 
I fear, from the effects which I have observed of a failing crop 
of potatoes in Ireland, and a failing crop of wheat in this country 
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that the answers Wnld not be satisfactory for the potato. The 
gentleman to whom you referred your questions you say is a 
farmer, and I observe in his first answer he says : I reckon 
potatoes the most secure and profitable crop.” Now this answer 
is a little suspicious. What is ” secure and profitable ” in the 
estimation of a farmer is not so in the estimation of a legis- 
lator. A short crop with a high price, its never-failing attendant 
when general, is what a farmer wants — it is always most profit- 
able to him, and most secure in his sense of the word; but the 
legislator would commit a great error if he were guided by the 
same rule. He is to secure an abundant supply of food for the 
people, and is to care nothing about profitable crops to the farmer. 

It would never be necessary or profitable, I should suppose, 
to cultivate corn merely for the pur];)ose of getting straw for 
manure. If straw be necessary, a large quantity will always 
bo obtained from that portion of wheat, barley, and oats raised 
for the higher and middling classes of the people. We should 
have a large quantity of these, although the great bulk of the 
people should be always fed on potatoes. 

What you state respecting the want of money to purchase 
food among the lower classes last year is precisely the evil which 
will accompany every failure of the potato crop in Ireland. No 
food is so generally cheap as potatoes — if they fail, what can 
they buy? Mr. Western and others asked in the last session 
of Parliament how the distressed state of agriculture could proceed 
from abundance wIkui there was aai actual famine in Ireland? 
Nothing can be more satisfactorily explained — wages regulated 
by |x)tatocs will never be adequate to purchj^se wheat under any 
probable abundance of that grain. 

Whether any part of the late failure of the potato crop 
proceeded from the improvidence of the people in not planting 
in time is of no imjx)rtance to the present question, for the 
same improvidence might, and probably would, exist if they 
dejxjnded on wheat for their sustenance. You will give me credit 
for wishing to have all the moral evils of gociety cured that are 
curable. I know of none which I am more anxious to see 
removed than the improvidence of the lower classes. In your 
country this improvidence is the great bar to the happiness of 
the people. I know of no country in which it is not. To provide 
a remedy for it appears to exceed the talents and skill of the 
legislator, for. under the head of improvidence* I class the early 
and inconsiderate marriages of which Malthus has so well 
treated. When once the labouring classes know how to regulate 
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iheir own affairs, and understand and foresee the circumstances 
which are to procure them happiness, or plunge them in misery, 
we shall be very near achieving all the good within our reach. 
It cannot be doubted that good laws and good government will 
do a great deal for us — laws which shall afford prompt protection 
to person and property, which shall visit with immediate punish- 
ment the acts which they forbid, and which shall give the greatest 
encouragement to the acquiring of information amongst all 
classes of the people. But where am I running to? I am a 
great way from the potato question. I shall only revert to it 
to say once more that all my objections against the unbounded 
use of “ this root of plenty ” would vanish if we had an equal 
security against the failure of the crop that we have in regard to 
wheat. 


Ricardo to Miss Edgeworth. 

Londouy May 26th, 1823. 

Your restless nation gives us a great deal of trouble in 
Parliament. The best amongst us do not know how to manage 
you, nor what course to take to give you the blessings of peace, 
order, and good government. You have been so long subjected 
to misrule as hardly to he in a fit state to be reclaimed by common 
means. Coercion and severity have proved of little use, and I 
hope the system of indulgence, kindness, and conciliation will 
now be tried. If that system will not succeed, I hope we shall 
get rid of you altogether ; we could do very well without you — 
you are a great expense to us, and prevent us from making any 
great improvemenU i]i our owji government, as all our time is 
taken up in attending to yours. 


Kecknt Official Papers. 

Colonial Conference, 1907. Minutes of the Proceedings. 

(Wyman and ScTns, 5s.) 

, A GREAT variety of subjects occupied the attention of the 
Premiers at the Colonial Conference this year. The constitution 
of thO Conference itself, the proposal for a permanent Secretariat, 
Military and Naval Defence, Judicial Ax>pcals, Preferential Trade, 
and Improvement of Communications were the most important 
topics. Here attention must be confined to the two latter, as 
bc^ing’of especially economic character. Mr. Deakin and some 
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of the other Colonial members determined to press forward the 
^question of Preference, in spite of the known views of the British 
Government and House of Commons. Mr. Deakin proved a 
very earnest and able advocate of his cause, and the debate, 
though necessarily leading to nothing, is interesting reading. 
The Australian policy, like that of Canada, is first of all Pro- 
tection for Australian industries, and secondly Preference for the 
. British Empire. Mr. Deakin explained that the comparative 
insignificance of the Australian Preference was due to the acci- 
dents of complicated party politics in Australia, and that the 
whole subject of the tariff was to come up for revision. [The 
results of this revision we now have in the new tariff.] 

In his argument for Preference, Mr. Deakin quoted figures 
to show that foreign imports into Australia had increased con- 
siderably, and tended to form an increasing percentage of the 
whole of the imports, and many of these imports consisted of 
manufactured goods of a kind which Great Britain might expect 
to supply. Details of the values of each class of manufactured 
goods were not oft'ered. Though the Australian market might not 
be so large as that of some foreign countries, the trade per head 
of population was very large, and the prospects of future growth 
much greater than in the case of more populous European 
countries. From the point of view of Great Britain, therefore, 
Australian Preference was a valuable thing. From the Austra- 
lian point of view, the argument was that foreign countries sought 
to exclude Australian produce, other than raw materials such as 
wool, the German impediments to imports of food being parti- 
cularly mentioned. Hence Australia felt that her external trade 
was chiefly dependent oh the fortunes of the United Kingdom 
and its ability to purchase. In the interests both of the Colonies 
and of the United Kingdom, Mr. Deakin urged that joint action 
would add considerably to the ability of both to bargain for 
tariff concessions from foreign countries. 

Sir Joseph Ward also quoted figures to show that, comparing 
1899-1901 with 1904-1906, British exports to Australia and 
New Zealand had diminished, while those of foreign countries 
had increased, indicating the existence of serious competition^ 
which Preference should mitigate. [It is noteworthy that the 
facts which have been brought forward in this country by Epw 
Traders to refute the original line of argument of British 
Preferentialists, are made the basis of the argument in favdW 
of Preference. It is not really the statistical facts, but theJe3S9i>$ 
to be drawn from them, about which people differ.] 
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New Zeg^land had recently given a preference of 10 to. 20 
per cent, on some articles, British goods, in some cases, being^ 
admitted free, while similar foreign goods were subject to duty. 
In six classes of goods there had been an increase of British trade 
since the preference was given. Sir Joseph Ward was satisfied 
that the duties on foreign goods had not raised prices, owing 
to the competition of British firms, and he argued that prices 
of food in Britain would not be raised by preferential duties. 
In conclusion he said, “ We believe it (Preference) is a good 
thing, and we are quite prepared to extend it.” 

Dr. Jameson, Sir William Lyne, Dr. Smarrt, and Mr. Moor 
also spoke in support of Mr. Deakin, and Sir James Mackay 
voiced the objections of the Indian Government. 

On behalf of the British Government, both Mr. Asquith and 
Mr. Lloyd-George laid stress on the fact that British trade, 
under the existing system, was very far from showing any 
tendency to decline, as some of the speakers, notably Sir William 
Lyne, had suggested. They pointed out that the Britisli 
Government, in view of its election pledges, could not impose 
any taxes for the sake of Preference, and they declined to counten- 
ance the principle by giving a small preference on the basis of 
the existing fiscal system, because such a concession wnuld be 
of no value excepting as rousing expectations of something more 
in future, a hope which they could not hold out. Great Britain 
would need to alter its policy if anything appreciable w^cre to be 
done, to impose taxes not yet in existence, and thus to raise the 
prices of food and raw materials. ” When you impose an import 
duty,” said Mr. Asquith, ” u|X)n a commodity which is a neces- 
sary of life or of industry, one or other, and when the commodity 
is of such a kind that you cannot substantially inake up the 
supply that you want from domestic sources— given those two 
conditions, and I carefully limit my proposition in that way — 
sooner or later, though the process may be delayed or defeated 
for some time, that duty appears in added cost to the consumer.” 

Mr. Lloytf-George emphasised the hardship which increased 
prices would mdan to* the poorest classes, and said that w^hat 
was really feared w^as not so much a small initial tax of 2^. on 
wheat, as the prospect of its growing to 7.9. or IO 5 ., and he 
quoted the experience of Germany and Prance. 

^ Subsequent Colonial speakers argued in this connection that 
Mr. Asquith’s second condition did no|; apply to a British 
p^toeilliial duty, seeing that supplies could be increased from 
lintaxed Colonial sources; and there could not be the same 
No, 67.— voii. XVII. 
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doniinance of agricultural interests in the United Kingdom As ia 
Germany and France. 

Mr. Lloyd-George replied that the development of Colonial 
resources must be slow, and when he asked for an estimate of 
the length of time that must elapse before Canada could supply 
enough wheat to render the United Kingdom independent of 
foreign sources, Sir Wilfrid Laurier declined to give any estimate. 

Mr. Lloyd-George, in the latter portion of his speech, turned 
to other proposals for improving trade within the Empire, pro- 
posals previously mentioned by Sir Joseph Ward, viz. : the 
appointment of commercial agents in the Colonies, the “all 
red “ route, and the cheapening of cable communications. He 
hoped that something practical might be done on these lines to 
prove that the British Government was not indifferent to the 
improvement of inter-imperial commerce. 

Mr. Winston Churchill six)kc at less length and urged objec- 
tions to Preference on political grounds, and was replied to 
vigorously by Mr. Deakin. Mr. Deakin’s resolution was carried 
by a majority, Sir W. Laurier and General Botha declining to 
do more than reaffirm the resolutions of 1902. 

C. F. Bickerdike 


Final Report of the Miners' Eight-Hour Day Comynittee 

3505). 

This report, which was presented in June, 1907, and the 
volumes of evidence previously issued, contain much valuable 
material to the student who desires to test the application of 
economic theory to one of the most important of our founda- 
tional industries. The Committee, while lacking practical know- 
ledge of coal-mining, have proved their high competence to deal 
with ‘ ‘ the probable economic effects of an eight-hour day ' ^ by 
their impartial treatment of the evidence submitted to them. 
They inquired into the economic effects upon production, wages, 
employment, the export trade, other British industries, and upon 
the health of miners. Here we summarise their most imjK)rtant 
conclusions and recommendations, and comment upon certain of 
them in passing. 

The Committee found that the average time from bank to banli; 
of the underground worker in the coal-mines of Great Britain on 
a day of full work is 9 hours, 3 minutes, i.e., for hewers 8 hours 
36 minutes, and for other underground workers 9 hours 28 
minutes. 
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A general eight-hour day would reduce this time by 10*27 per 
cent., assuming the customary short and idle days to remain 
as at present. “We believe a certain portion of the time now 
lost would be utilised under a legally restricted day.” 

The following causes, they anticipate, will further mitigate 
the effects of a reduction of the hours of the full working day : — 

(a) “ Some improvement in the efficiency of labour, especially 
in certain districts.” 

(b) “Improvements in the mechanical equipment of 
collieries.” 

(c) “An extension of the use of labour-saving machinery 
(coal-cutting machines and conveyors).” 

(d) “ An extension of the multiple shift system.” 

(c) “ Some increase in the existing flow of outside labour to 
the collieries.” 

Moreover, the Committee should also have allowed for an 
appreciable saving of the time now occupied by the men in 
walking to and from their workplaces underground by the general 
adoption of horse or mechanical conveyance of the men where 
the workplaces are some distance from the pit-bottom, or 
where the seams are highly inclined and walking is difficult. 
The practice already obtains in some collieries. ]-]y its adoption 
between 10 and 20 minutes per shift could be thus added to the 
working time in many large collieries in all our coalfields. 

But some diminution of production is anticipated whether the 
eight-hour day be introduced gradually or suddenly, and such 
reduction will be greatest in Lancashire and Sofith Wales, wherr 
the hours are no^ longest. 

No marked change is expected in the health of miners, 
although it •was found that the standard of health is lowest where 
the longest hours are worked. 

The Committee cautiously state ‘ ‘ that the permanent result 
of a legally restricted day for workers in coal-mines, upon wages 
and employment, is impossible to foresee, and wnuld be impru- 
dent to forecast.” ^liey are more explicit with regard to the 
export trade, and think that “ the majority of the foreign buyera- 
v&'ould necessarily continue to be effective competitors for a reduced 
supply of British coal, even at a greatly advanced price, but 
that, for a certain and a considerable portion of our export trade, 
. . . foreign coal is in acute competition with British coal — 
that in these markets the effect of any special handicap to the 
British export, such as the late coal tax, is immediately effective 
in re4ucing British exports.” 


I I 2 
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Finally, the Committee recommended “that it may be con- 
sidered advisable in this country, as it has been considered advis- 
able in all other countries which have enacted such laws, to 
reserve in the hands of the Department of Government control- 
ling mines, certain powers of sus{Xjnsion and of exception in 
the public interest.” 

Several of the above conclusions arc necessarily non-committal, 
as the economic effects of a uniform working day of eight hours 
for all our coalfields with their differences of market and situation, 
of quality of coal, and of cost of production at the mouth of the 
mine, are very indeterminate. 

Besides, tlu^ Committee were seriously handicapped in their 
inquiry by the one-sided character of the evidence submitted. Of 
the 74 witnesses examined, more than 50 were officially con- 
nected with the interests of colliery proprietors. Eight witnesses 
gave evidence on behalf of the coal-miners of Northumberland 
and Durham, and the Forest of Dean, the ironstone-miners of 
Cleveland, and the Scottish shale-miners. Some of these wit- 
nesses claimed special treatment in view of the alleged special 
circumstances of their districts. Yet all eight approved of the 
principle of a restriction of hours. 

But the 600,000 odd members of the Federated Miners of 
Great Britain had decided in conference not to give any evidence 
before the Committee on the grounds that the day of economic 
discussion had passed, and the time of political fulfilment had 
arrived. Here we are not concerned with the politics of the 
matter. Still, the boycott has materially impaired the value of 
the report as an economic document ; for the majority of the 
■witnesses wc^'e obviously biassed against an eight-hour day. 
Practical knowledge of coal-mining could alone correct some 
important inaccuracies in the evidence of several prominent 
witnesses. In the absence of the counter-evidence of the sup- 
porters of the measure, the Committee could not possibly appre- 
ciate the full force of the case of the miners for an eight-hour day. 

Even so the Eeport offers no serious objection to the miners’ 
dernand. The Committee significantly observed that many of 
the witnesses examined tacitly recognised the possibility of adopt- 
ing various devices for increased economy and efficiency once the 
initiative and enterprise of colliery management are aroused by 
3/ legal restriction of the working day . These witnesses felt that 
when thus pushed to do so they could still manage to about 
ihaintain the normal output of coal. 

The Government issued a draft of their Coal Mines Eight 



1907] KECJINT OFFICIAIi PAPERS > 447 

Hours Bill in August, and it is based largely on the Keport of 
the Departmental Committee. It proiX)ses to restrict the work- 
ing shift underground to 9 hours for the twelve months ending 
June 30th, 1909, and thereafter to 8 hours, bank to bank-; 
counted from the first man to descend to the first man to ascend, 
and from the last man down to the last man up. Thus an 
average of eight hours [>er shift is fixed on the middle man to 
descend and to ascend. A register of the time spent to lower and 
to raise the men is to be kept. Power is given to the manage- 
ment to extend the hours of work by one hour on sixty (60) 
days in the year subject to certain emergencies in the working 
of the mine. Power is also reserved, on issue of an Order in 
Council, to suspend the Act, “either as respects all coal-mines, 
or any class of miru's “ in the event of a grave shortage of supply 
of coal, or of the imminence or actuality of war or some other 
national danger. Clause 7 exempts “officials of the mine, or 
a furnacernan, onsetter, horsekeeper, or pumpman, from the 
cught-hour limitation . ’ ’ 

The Government intend to introduce the Bill next year. In 
the meantime the coal-owners and coal-miners propose, very 
wisely, to meet for the discussion, and )x)ssible settlement, of 
points of disagreement in the details of the Bill. Compromise 
will probably prevail, and as a result the Government Bill will 
be modified in certain details to further facilitate the ultimate 
working of the measure. 

But there is one serious defect in Clause 7 which must be 
remedied, otherwise the miners of the country will probably 
reject the Bill in i^ts entirety. Wo refer to the exemption, under 
the term “ oflicials,” of the firemen or dejuities from the Act. 
It is ufK)!! the proper inspection and supervision of the ventila- 
tion and general conditions of the underground working by these 
officials that much of the safety of the mine depends. In fact, 
the first man down and the last man up in every coal-mine in 
the country should be a fireman. But in general this is now 
secured by two shifts of ten or twelve hours each, with the 
inevitable consequence that these firemen are much overworked. 
The responsibility of duty is great, and the strain of the work 
excessive, and the inspection of the workings is inadequately 
done. Given three shifts of eight hours each, the efficiency of 
the individual fireman would be greatly increased. He would 
be more alert to* detect escapes of gas, to observe the dangerous 
condition of the roof and of the coal, and to curb any negligence 
of duty on the part of the underground workers. The cost of 
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this extra shift of firemen wonld be more than covered by the 
reduction in^^the number and gravity of the accidents which 
would result, and the consequent saving in payments of com- 
pensation for accidents. In the Lewis Merthyr Collieries, one 
of the largest in South Wales, this three-shift system for firemen 
has been in force for some years. There have been only one or 
two fatal, and very few serious, accidents at these collieries 
during the last three years — a striking contrast to the casualty 
list of similar neighbouring mines. This remarkable result is 
attributed solely to the greater efficiency of the firemen with an 
eight-hour working shift. But a statutory reduction of hours 
appears to be the only force which can induce the average coal- 
owner to adopt this urgent improvement. At any rate, \\c feel 
sure that the CTOvernment Bill must be modified in this particular, 
as the miners are strongly, and rightly, convinced of the vital 
need for three shifts of eight hours each for firemen. 

Time alone can reveal whether, with an eight-hour day, the 
consumer will suffer a slight increase in the price of coal tem- 
porary or permanent. Beyond the economic effects lie the moral 
considerations of the social btdterment of those who undergo the 
perils of the mine. 

T. I. Jones 

Reports by His MajesUfs Agent and ConsnUGeneral on the 
Finances j Administration, and Condition of Egypt and the Soudan 
in 1906. [C<^. 3394.] 

Lord Cromer’s last report. 

< 

Sixty-eighth Annual Report of the Registrar-General in 

England and Wales, 1905. [C*^. 3279.] 

The birth-rate, 27*2 per 1,000 living, is the lowest on record. 
The proportion of births per 1,000 wives aged 15-45 years also 
shows decline during the last twenty years for England and Wales 
and most civilised countries. Ireland is the principal exception. 

Report of the Departmental Committee of Inquiry on the Depart- 
ment of Agriculture and Technical Instruction (Ireland), 

[C^. 3572,3575.] 

The majority of Committee recommend that the office of 
Vice-President should be independent of party politics, tenable 
for five years, with |x)wer of reappointment. They find that the 
methods of education pursued have been suited to Ireland. 
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Bulletin of the Bureau of Labour, May, 1907. 

A MINUTE study of a typical Italian settlement on the* land, 
by Emily Fogg Meade, answers affirmatively the pressing 
question, “ Can the Italian immigrant become a good American? ’J 
A short history of labour legislation in Great Britain is contributed 
by A. Maurice Low. 


Notes sur la journee de huit heures dans les etablissements indusr 
triels de Vetat. Paris : Imprimerie Nationale, 1906. 

The experiment of an eight-hour day in French State work- 
shops since 1901 is not conclusive. Production in several cases 
— after a shoii; outburst of zeal — decreased by at least ten per 
cent. ; but this may have been due to the simultaneous abolition 
of piece-work. 


City Notes. 

We have received the following notes from “ E. G.” : — 

The Money Crisis and Liquidation, — It is not incorrect now 
to speak of the long continued dearness of money and fall in Stock 
Exchange securities as having culminated in a monetary and 
banking crisis of considerable severity. An advance of the Bank 
rate in the autumn, the usual season of slackness, is most signi- 
ficant, and not only was there an advance on August 15th — from 
4 to 4^ per cent. — but for a week afterwards a renewed advance 
was commonly anticipated, and such an advance may not be long 
deferred. When there is an all-round scarcity of money the late 
autumn is very ap\ to be a critical period, and the next few weeks 
are usually the most dangerous of the year. In those weeks the 
Bank note circulation everywhere tends to increase, owing to 
harvest and holiday requirements, and this is particularly the case 
in both Germany and the United States, where the ebb and flow 
of the Bank note circulation is on a large scale. The storm may 
be mitigated by the preparations now being made on all sides, and 
by the fact of a process of liquidation having gone on so long, but 
considerable trouble at the great monetary centres is much to be 
feared, notwithstanding all thorpreparations made. 

The Fall in Consols. — One of the most striking features of the 
crisis has been the renewed fall in Consols, and of gilt-edged 
securities generally at the beginning of August, when the price of 
80 to 81 for Consols was touched. Experience leads people to 
expect that after each step in the downward course of Consols a 
recovery is to take place, but if there is recovery it has been only 
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momentary, till it is found, on making a year’s comparison, that 
Corisels at 81 are actually 7 points lower than they were a year 
ago, when everybody thought, the Chancellor of the Exchequer 
included, that bottom had been touched ! There has consequently 
been a renewed discussion of the puzzling problem as , to why 
Consols keep falling, notwithstanding the Chancellor of the Ex* 
chequer’s arrangements for repaying the debt. At last it is 
beginning to be generally |>erceived that the true answer is the 
one frequently suggested in these notes. The price of Consols 
depends very little on the repayment of the National Debt, though 
it does so to some extent. It is really fixed mainly by the value 
of money generally, and by the total quantity of gilt-edged securi- 
ties on the market in proportion to the demand for such securities. 
When money is very d(iar, therefore, permanently, as it now is, 
the discount rate on bills for long |>eriods being as high as 5| to 6 
per cent., there is not money available for investment in Consols 
and other gilt-edged securities, which have also on balance in- 
creased largely in quantity during the last two or three years, 
although Consols in particular have diminished a little. Before 
there can be much recovery, there is required a general improve- 
ment of credit, such as can only follow the com}>letion of the 
present crisis itself. 

Loans and Investments . — The intimacy of the connection 
betw^een the rates for money on loan and the ])rice of securities is 
well illustrated by the ])resent condition of the money and stock 
markets. A great deal, though not the whole, of the money 
available for investment from time to time in securities is 
equally available^ for the loan and discount market, and it is 
largely a question of f)rice in wdiat direction sncli money 
will be placed; When money is much wanted for trade purposes, 
bankers wall “ go into ” four and six months trade bills because 
of the high rate obtainable ; less money will thus be available for 
financing Stock Exchange securities except at correspondingly 
high rates ; and the investor who has an accumulating fund of 
de[X)sits with the banker will be equally tem])ted to tx)stix)ne in- 
vestment. In time the conditions wall work t’nemselves out. The 
dearness of money will lessen the demand for loans, and investors 
wall purchase securities rather than submit to the low terms then 
obtainable for the loan of money. But time is necessary for such 
a revolution, and for the present everything points to the expe- 
diency of prudence and caution among those w^ho have dealings 
on the money market and the Stock Exchange. 
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CcBRENT Topics. 

# 

We learn from our French Corres^Xindent, Profcvssor Gidc, that 
since he wrote the paper on the Wine Crisis in South France, 
which we have published on an earlier page, calm has been 
restored in the South of France. The municipal councils which 
had sent in their resignation have resumed their functions. The 
troops have returned to their garrisons. The leader of the vine- 
growers’ meetings, Marcellus Albert, has gone home. But as a 
very good crop is announced the crisis may be expected to 
continue. Howcvct, a rivse of price is refiorted, due perhaps to 
psychological, rather than economic, causes. 


The proposal that Great Britain should be relieved of the 
obligation of penalising bounty-fed sugars under the terms of 
the Brussels Convention has been agreed to by the other contract- 
ing States, who will, however, have the right to demand that 
sugar brought to Great Britain and re-exported to their territories 
shall be accompanied by a certificate stating that no portion of 
it has come from a country w^hich gives bounties on the produc- 
tion or exportation of sugar. Accordingly, an additional Act 
has been signed extending the operation of the Convention for a 
fresh poriod of five years, to date from Sep>tember 1st, 1908. 
Great Britain has thus gained an important point. Her markets 
will be again thrown opon to sugar from all countries ; at the same 
time, by retaining her membership of the Union, she does not 
imperil the advantages derived from the limitation of the 
continental surtax on imported sugars, which has p5roved to be a 
satisfactory* check to Kartell movements. 


The Koyal Commission on Shipipiing Kings has decided to send 
a Sub-Comijiission to take evidence in the South African colonies. 
It will consist of Sir Alfred Bateman, Mr. Henry Birchenough, 
and Sir John Macdonald. Mr. J. A. Webster, Secretary to the 
Commission, will attend the Sub-Commission as Secretary. 


The latest league formed to deal with fiscal issues is the Income 
Tax Eeduction League. Its objects are “to unite the forces of 
income tax payers of all parties and of either sex in one strong 
aSBogiation.” In a letter to The Times of July 11th, the com- 
mittee of the League argues that the income tax is essentially an 
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emergency tax, and that the prolonged maintenance of the tax 
at a war rate is “ unsafe from a national point of view, unwise 
from a revenue point of view, and injurious to our trade and indus- 
tries.’* Lord Avebury is the President, and on the Committee 
are Professor Fox well, Mr. Bonar Law, and Sir Felix Schuster. 
The offices of the League are at 2 Cloisters, Temple. 


In a letter to The Times of June 17th the secretary of the 
Land Nationalisation Society protests against the suggestion that 
the society proposes confiscation. He claims that “ fair compensa- 
tion to landlords has been an essential part of its programme from 
the very first,” and proposes to estimate the fair price for the 
land “by definitely basing it upon the value at which land is 
assessed for purposes of rating or taxation.” He also mentions 
the fact that seventy-six members of Parliament are Vice-Presi- 
dents of the Society. 


The ” Children’s Farm Home Association ” has been formed 
to carry on the experiments in the emigration of pauper children 
initiated by Mrs. Close. The object of the scheme is to main- 
tain some of these children on small farms in the colonies, and 
there to provide them with practical training and an open-air 
life. A year and a half ago Mrs. Close bought a farm in New 
Brunswick, capable of accommodating twenty children, to which 
a number were sent out. She claims that the results have shown 
that the expenses are less than most of the methods in use in 
this country, and that the children have a better chance in life. 
The Association will start a number of other Lome farms in Nova 
Scotia and New Brunswick. It is, at present, prepared to receive 
children at a payment of £23 a year, and it is hoped to reduce 
this sum later. 


The seventh congress of the International Co-operative 
Alliance is to meet from September 22nd to 25th next at Cremona. 
The Governments of Great Britain, France, Belgium, Kussia, 
Hungary, and several others will be officially represented. The 
well-known Italian statesman, L. Luzzatti, will preside. The 
first subject to be discussed is “The National Organisation of 
Agriculture on a Co-operative Basis,” to be introduced by the 
Danish Minister of State, M. Hogsbro, and M. Baineri, president 
of the Union of Italian Agricultural Co-operative Societies. 
Mr. W. Maxwell, president of the great Scottish Co-operative 
Wholesale Society, will next introduce the subject of “ Wholesale 
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Co-operation,” the consideration of which will be assisted by a 
very useful conspectus showing the development of wholesale 
<co-opei\ation in the various countries of the world, prepared by 
-the Executive Committee of the Alliance. The third subject,, 
” The Services which Co-operation may Eender to the Working 
Population in their Daily Life,” is to be introduced by the 
.Belgian deputy, M. Bertrand, and the Italian, M. Garibotti, 
with a supplemental paper on the work of the Italian SocieM. 
dci bracciantiy by M. Vergnanini. Mme. Treub-Cornaz will 
introduce the fourth and final subject, the w^ork of women in 
oo-operative organisation, showing what admirable service the 
Co-operative Women’s Guild, now numbering 24,000 members, 
has done in the diffusion of education and as a helj> to the very 
poor. The utility of co-operative banking will be demonstrated 
by visits to the co-o})ei'ative banks of Cremona, the Banca 
Popolare of Milan, which numbers more than 22,000 members, 
.and turns over more than £16,000,000 a year, and to the People’s 
Banks at Lodi, Cremona, and Soresina. The proceedings will 
be enlivened by various entertainments and excursions. Further 
information may be obtained from the office of the International 
Co-operative Alliance at 6, Bloomsbury Square, London. 

A NATIONAL Conference on the Unemployment of Women 
Dependent on their owm Earnings wall be held in the Council 
Chamber of the Guildhall, London, E.C., on Tuesday, October 
15th, 1907. The Lord Mayor will open the proceedings at 
10 a.m. The morning session, 10 a.m. to 1 p.m., will be devoted 
to Different Aspecta of the Existing Problem of Unemployment 
of Women and Girls. Mrs. George Cadbury will be in the chair. 
Among the speakers will be Miss Clementina Black, Mr. Will 
Crooks, M.P., and Miss Margaret Smith. The afternoon session, 

2 p.m. to 5 p.m., will be devoted to Proposals with Eegard to 
Eernedies. Mrs. Creighton will be in the chair. Among the 
papers to bc.read are : “Labour Exchanges and Trade Unions,” 
by Miss MacArthur (JvVomen’s Trade Union League) ; “ Lodgings 
for Women in Search of Work,” by Mrs. Higgs (Oldham) ; “ The 
Possibilities of better Trade Training,” by Mrs. Oakeshott (In- 
spectoY L.C.C. Trade Classes for Women) ; “ Prohibition of Over- 
time,” by Mrs. J. E. MacDonald. 

The Bulletin of the International Labour Office, published by 
the Labour Eepresentation Printing and Publishing Co., is a 
translation of the German and French editions. As the annual 
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Bulletin has been issued for several years in French and German 
the first volume of the English edition corres}X)nds to the fifth of 
the foreign editions ; much as James the First of England was 
the eTames the Sixth of Scotland. For the benefit of English 
readers, there are reproduced from earlier volumes two or three 
passages particularly germane to international labour, such as the 
Labour Treaty betvveiui France and Italy, 1904, which inter alia 
extends the sphere of thrift and insurance by allowing transfer 
of payments made from one country to another. Agreements- 
relating to workmen’s insurance and lal)oiir legislation in general 
are cited from treaties between other countries. A great part of 
the Bulletin consists of labour legislation in different countries,, 
classified by subjects : 1. Protection of Children and Appre^itices ; 
2. Employment Agencies, and so on ; followed by the textual laws 
and orders classified by countries. The publication is no doubt a 
remarkable testimony to the spread of legislation directed to the 
benefit of the working classes. The principal exception to the 
general movements is formed by the llussian Imperial Ukase of 
December, 1905, directed agaiirst strik(‘s. A section on Parlia- 
mentary Action (not yet embodied in Acts) shows the trend of 
opinion. The bibliography is exhaustive. 


The following are the most recent statistics relating to the 
subject of employment exchanges which was brought before our 
readers by Mr. Beveridge in the March number of the Economic 
Journal. The number of registrations, apart from renewals,, 
between August 20th, 1906, and the end of July, 1907 (llj^ 
months) has been 88,024. The number of situations filled during 
the same period has been 13,868 (10,656 males and 3,212 females). 
The number of registrations, apart from renew^als', during the 
first seven months of the present year — during which alone the 
whole twenty-five exchanges have been opened — has been 53,953. 
The number of situations filled during the same time has been 
10,242 (7,717 males and 2,525 females). A pamphlet on Employ- 
ment Exchanges, issued by Mr. W. H. Beveridge (Chairman of 
the Employment Exchanges Committee of the Central [Unem- 
ployed] Body), gives ah interesting retx)rt of progress, together 
with a summary statement of the reasons for cxijecting success. 


Mr. H. B. Lees Smith has been appointed to the newly- 
created chair of Public Administration and Economics at Univer- 
sity College, Bristol. He will retain his lectureship at the London 



1907] CUBEENT TOPICS 455 

School of Economics. He has resigned his position as Vice-Prin- 
cipal of Buskin College, Oxford, and has been elected Director of 
Studies, and Chairman of the Executive Committee. 


The London School of Economics is the latest institution to 
share in the grants to universities and university colleges. The 
report of the Advisory Committee of the Treasury states that 
“ the London School of Economics has attained the prescribed 
minimum conditions in respect of local income and income from 
fees, and we arc satisfied that the standard of work is such as to 
qualify it for recognition. The School differs, however, from 
other recognised colk'ges in that it deals only with a limited and 
s)x^cialised section of higher education.” The amount recom- 
mended is £500 a year. 


The unique experiment conducted at the London School of 
Economics in the training of officers for the higher ap]X)intments 
on the administrative staff of the Army and for the charge of 
departmental services is described in the report of the Advisory 
Board issued on August 28rd as a Parliamentary paper (Cd. 
3696). The first course, lasting for six months, was completed 
in July. The chief subjects taught were accountancy, law, 
transport, geography, economics, and statistical method. Thirty- 
one officers attended the course, devoting to it the wdiole of their 
time. They were present at 210 periods of instruction, each 
period consisting of a lecture and a class for discussion. Each 
wrote, on the avcrriige, two essays or exercises weekly, and in 
addition prei>ared a geographical report during the jEaster vaca- 
tion. At the end of the course an examination was held. The 
Board express their belief that the results which have been 
achieved by the class fully warrant the continuance of the 
experiment. 


The doings of the London School arc chronicled in the Clare 
Market Review, which is published by the students of the school. 
The annual dinner of the Students’ Union is the occasion of 
interesting speeches by political economists or economic 
politicians— Mr. Balfour, Mr. Haldane, Mr. Sidney Webb. 
There is also the address wdiich, on another evening, is delivered 
by the President of the Students’ Union. The Economic and 
Political Chronicle is a compilation of current topics which 
editors of other economic periodicals may find useful. An equally 
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comprehensive survey of current economic literature is presented 
in tile reviews. It is not easy to find room for improvement in 
the Clare Market Reviexo, and all may not concur in our wish. 
Hhat the chronicle and reviews were as legible as they are readable, 
that the character of vniltuin in parvo, which distinguishes the 
style, had not been made so literally true by the use of type 
which requires the “microscopic eye” denied to man. Why 
' should not all the reviews be printed in the same type as 
the excellent appreciation in vol. ii. of recent literature by the 
editor, Miss Steele Hutton? The Clare Market Review may be 
obtained from the School of Economics, or from Messrs. A. and F. 
Denny, 147, Strand. The price is 6d. 


The opening of the Academic year, 1907-8, will be signalised 
by a new departure in the arrangements of the Eoyal Economic 
Society. It has been suggested that in addition to the 
Congress, the first meeting of which was held to consider the 
taxation of site values and the future of Small Holdings last 
January, it would be advisable to institute quarterly or rather 
terminal meetings of the Fellows of the Society of a somewhat 
less formal character. The first of these meetings will be held 
at the rooms of the Eoyal Statistical Society, the elder sister of 
the Eoyal Economic, in November. The proceedings will include 
the reading of a paper and subsequent discussion. The better to 
promote the cor[)orate life of the Society an opportunity will be 
given to mernbc'rs of meeting each other at dinner in a neighbour- 
ing restuarant. The dinner will be economical in moro senses 
than one. It is not possible to give tlie full piogramme of subjects 
and readers of papers in this number of tiie Journal. Mr. 
A. C. Pigou will be the reader of the first paper on Tuesday, 
November 12th, at 5 p.m. The second paper wiW be read by 
Mr. W. M. Acworth in February, Further details of the 
meetings will be circulated to Fellows shortly. 


The Delegates of the Common University Fund at Oxford will 
proceed early in Michaelmas Term next to the election of a Lecturer 
on Economic History. 1. The Lecturer will be appointed for a 
period of three years, and will not necessarily be re-elected. 
2. His salary will be £250 a year. 3. He will be required to 
lecture in the Michaelmas and Hilary Terms at least twice a* week 
for not less than seven w'eeks in each Term, and to give informal 
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instruction during two Terms for at least two hours in each week, 
at times to be announced. 4. It will further be his duty,' in 
arranging the subjects and times of his lectures, to have regard 
to the arrangements made, or proposed to be made, by the Regius. 
Professor of Modern History, and the Drummond Professor of 
Political Economy. Candidates should send in , with their names, 
to the Registrar of the University, on or before October 1st, six 
copies of a statement of their qualifications, together with such- 
other evidence as they may choose to submit. 



RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 

July, 1007. The Inhabited House Duty. J. Bonar. An improve- 
ment in the graduation of the scale is proposed. Free Trade in 
India. F. Beauclerk. Unemployment. G. Lansbury. The 
Land and the Bill. T. P. Lewis. 


Journal of the Royal Statistical Society. 

June, 1907. The Alleged Increase of Insanity. Noel Humphreys. 
The allegation rests on appearances. The Herring Fishery. 
A. E. Lark. The Decline in Number of Agricultural Labourers 
in Great Britain. Lord Eversley. The reduction is not so 
large as supposed; and occurred largely in a time of prosperity 
between 1861 and 1881. 

In the Charity Organisation Review for May, 1907, the Case 
against Old-Age Pensions’’ is re-stated by W. A. B. ; referring to 
the book which bears the same title (published by Messrs. Mac- 
millan, 1903). 

The Contemporary Review. 

June, 1907. The Investments of the Masses. L. G. Chiozza 
Money, M.P. The contention of Mr. Jesse Quail (in the April 
number of the Review) that the wage-earning classes hold a 
considerable proportion of the national capital is traversed. 
The fact is: “ About 95 per cent, of the entire wealth of the 
United Kingdom is owned by about one-ninth of its population.’* 
July. Australia's Plea for Preference. H. Morgan-Bhowne. An 
unfavourable criticism of Mr. Deakin’s speech at 'the Colonial 
Conference, April 30th and May 1st. 

August. Poor Relief in the Balkans. Edith Sellers. The 
Wealth of the WoiLers. Jesse Quail. A reply to Mr. Chiozza 
Money. 


Fortnightly Review. 

July. Dr. Beattie Crazier as an Economist. W. H. Mallock. 
Dr. Crozier’s claim to have substituted a Copernican system for 
a Ptolemaic ” seems to Mr. Mallock to “ partake of exaggera- 
tion still his work is that of a brilliant thinker. 
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The Monthly Review, 

June, 1907. Latest Lights on Small Holdings, F. A. Channing. 


The Albany Review. 

June, 1907. What does Lord Avebury Want? E. Gannan. Re- 
ferring to the work lately reviewed by Mr. Gannan in the 
Economjc Journal. 

July. Small Holdings. The Editor and W. Sunderland. 


The National Review. 

June, 1907. Trade and Tariffs. Gharles Booth. Undeterred by 
Free Trade argumentB, tlie writer proposes a mininiurn scale 
of duties up to 5 per cent, ad valorem, a maximum up to 
12^ per cent., on raw materials, more or less finished articles, 
and food; to protect home labour to a reasonable degree,” and 
attain the other objects of Tariff Reform. 

July. The Government' Land Policy. Right Hon. Jesse Gollings. 
” Plam, honest purchase ” is preferred to the Government's 
complicated and costly plan. A Plea for Itnperial Prefenmcc. 
Hon. Alfred Beakin, Bart of a speech made at the Imperial 
Conference. Not alms, but mutual advantage, ” a trade in 
preferences,” is desired. ” The special circumstances of this 
country seem to us to offer a margin in whicli both [foodstuffs 
and raw materials] could be dealt with, and effectually dealt with, 
to our great gain, yet without altering the place which the 
United Kingdom occupies to-day, as probably the best market 
for them in the world.” Britain would be free to levy duties 
with the object of reviving the expanding industries of her 
own. The interchange of benefits would draw the parts of 
the Empire together. 


^ The Quarterly Review. 

July. The English. Manor. Miss Toulmin Smith. A study based 
on recent standard works from Seebohm, of f883, to Vino- 
gradoff,* of 1905. 


The Edinburgh Review. 

July, 1907. Local Taxation. It is forcibly argued that the public 
value of land is an exceptionally good object for taxation, if 
the imposts laid,u})on it are moderate in amount. The annual 
value is a better object than the capital value. 

The Colonial Conference, An indictment of Preference. 


The Quarterly Journal of Economics (Boston). 

May, 1907. Concerning the Nature of Capital: a Reply, J. B, 
Clark. The • Street Railway Question in Chicago. J. A. 
Fairlie. The Readjustment of San Domingo Finances. J. H. 
Hollander. The Concept of an Economic Quantity. T. N. 
Carver. The distinctions between land and capital, between 
money and commodities, are brought out by a clear analysis 
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of quantitative concepts. Bank Reserves in the United States, 
' Oanada and England. F. S. Mead. English Finances under 
the Long Parliament. W. 0. Scroggs. 


Political Science Quarterly (New York). 

June, 1907. Iron and Steel Bounties in Canada. E. Porritt. 
Influences affecting Thrift. A. S. Johnson. Recent Reports 
on Taxation. E. K. Seligman. In continuation of a paper 
published in 1903 (Pol. Sci. Q., XIX., p. 710) the light of 
general principles is brought to bear on several recent reports, 
the Report of the Ontario Commission on Railway Taxation 
(lately referred to in the Economic Journal), the Oregon Report, 
proposing to substitute State taxes on coi-porations for the personal 
prope]*ty tax, the Report of the California Commission, to which 
Professor Plehn was secretary, and many others. 


The Journal of Political Economy (Chicago). 

June, 1907. Reciprocity with Germany. H. Parker Willis. The 
TradC’Union Point of Vietv. R. F. Hoxie. 

May. The Commercial Policy of Germany. Walter LoT 2 i. A 
history beginning with the institution of the Zollverein, in 1834, 
presents many points of interest ; Protection based on the 
“ infant industries ” argument in the forties, relaxed in the 
sixties, renewed, through the influence of Bismarck, with ad- 
vantage to cartells,” loss to other industries. Want of 
solidarity between workmen and capitalists has disposed the 
latter to alliance with the landowners, though Protectionists. 
The Protectionist landlords sometimes call in Polish workmen. 

The Yale Pleview. 

May, 1907. The Agrarian Movement in R^issia. V. G. Simkho- 
viTCH. Our Currency Reform Problem. F. R. Fairchild. 
Rate-making as Affected by Cojnpetition \erBus Combination of 
Railroads. H. G. Brown. 


The American Academy of Political Science. 

March, 1907. This number is devoted to railway and traffic 
problems. Mr. A. J. County contributes an account of the 
Pennsylvania Railroad extension into New York City, and dis- 
cusses the economic reasons which justify the large expenditure 
of $90,000,000 on the extension. Prof. Emory Johnson con- 
trasts the municipal ownership with public regulation of street 
railway transportation. Both systems have succeeded in 
diverse parts of the world, but the policy for the United States 
should be “ one of public regulation rather than one of public 
ownership and operation.” Dr. H. S. Smalley makes a serious 
indictment against the Amended Interstate Commerce Act. But, 
weak as the Act may be, it has already justified its existence, 
as the railroads have voluntarily reduced many rates, rather 
than submit to the inquiry the Commission have power to 
make. Mr. E. S. Bradford describes the administration of 
Prussian railways ; and Mr. G. G. Hueber, their system of 
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rat6-niaking. Though not suited to the conditions prevailing 
in some parts of the world, there can be little doubt that under 
Prussian conditions the government rate-making has been indus- 
trially and financially successful. 

May, 1907. This number is devoted to Tariffs, Reciprocity, and* 
Foreign Trade. 

July, 1907. This number is devoted to American Colonial Policy. 
Part I. contains an article on the difficulties encountered by 
Great Britain Colonial Government by the Right. Hon. J. . 
Bryce. The railways, banks, churches, and other institutions 
in the Philippine Islands are discussed by different writers. A 
paper on the financial difficulties of San Domingo is contributed 
by Professor J. H. Hollander (Confidential Agent to the United 
States). 


Journal ties Economistes (Paris). 

May, 1907. La Banqueroute dv Socialisme dc la Chaire. Yves 
Guyot. Le service public des transports en commun, A. 
Mossi^l 

June, 1907. Theorie de revolution. G. de Molinari. J/independance 
fiscale des pouvoirs locaux et la liberte individucllc. L. de 
Goy. La niunicipalisation du service des pompes funehres. E. 
Letourneur. 

July, 1907. L^autoraobile csf-cllc une richesse ? G. de Molinari. 
Rodbertus centre Bastiat. Yves Guyot. 


Revue d' Economic Politique (Paris). 

JuNT-L 1907. Un conflit dans Ic rnonde du travail h Anisterdam . F. 
D, CuRTius. OrUjine et caracteres du Socialisme d'Etat^ 
CiiAJiLES Rist. La question ouvrierc dans V exploitation 
agricole. J. Mailath. 

July, 1907. La crise^du vin dans le midi de la France. Ch. Gide. 
Laisser-faire and self-interest have failed to avert ruin; the 
action of the State has been as incoherent as that of individuals. 
Lc rachat de Vouest devajit le Senat. I. J. Perrin Jaquet. 
Proposals for the purchase of French railways are considered 
with reference to their financial consequences. 


* U Economiste Frangaise, 

May, 25. Referring td the wine crisis M. P. Leroy Beaulieu recom- 
mends the repression of “ sugaring and other frauds — winked 
at for the sake of votes — and the construction of an irrigating 
canal from the Rhone. 

June, 22. M. A. de Foville comments instructively on the graph- 
ical methods of statistics, as illustrated by the recent Album de 
la Statistique Gendrale, compiled by A. Fontaine and Lucien 
Mard. Graphically, in the literary sense, he sets forth in the 
issue of July 13, the evidence of stationary population and 
stationary wealth. 
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Jahrbuecher fur NationaUOekonomie (Jena). 

May, 1907. Zivilprocessstatistilc. Albert Hesse. Das australische 
Sparkassatbesen. Dr. II. Schap^hner. 


Archiv fur Sozialwissenschaft (Tubingen). 

July, 1907. Der Bcrgriff der Stadt und das Wesen der Stddtehild- 
ung. W. SoMBART. Wertrcchnimg mid Preisrcchnung in 
Marxsohcn System. L. v. Bortkiewicz. Die dsierreichisch- 
ungarische Ausglcich L F. Gaertner. 


Giornale degli Economisti (Rome). 

May, 1907. Uinterpolardone per la ricera. delle leggi economiche. 
V. Pareto. Part of the forthcoming third volume of the 
author’s Cours; dealing with empirical laws derivable from 
statistics. La rilcvazione delV andamento del mercaio del 
lavoro. ll. Bachi. Arhitrato obligatorio nelV Agricultura. 
F. CoLETTI. 

June, 1907. 1/ impost a svlle arcc fahhricahili. U. Gobbi. A tax 

on building sites is discussed, with special reference to the 
case of Milan, Tcorie dei Camhi esteri. G. Sensini. The 
theory of Foreign Exchanges is expounded more mathematic.o. 
Travisanicnti della Teoria degli scamhi intern azionali. U. Rioci. 
Referring very unfavourably to the recent work of Prof. Fon- 
tana-Russo, who is described as a somnambulist who doesn’t 
know where he is going. 

July, 1907. J Aim pasta snl feddito in Francia. F. Flora. A 
proposito di una seric di stadii svlla. . . . Sardinia.*’ I\ 
Colletti. Studies on the economic and social life of Sardinia 
carried out according to the writer’s suggestion in the Giornale 
for May, 1901, by students of the Sassari University. Curve 
delle espropiazioni per cause fiscali in Sardegna. F. ni Stjni. 
One of the monographs referred to in tlu^ preceding article. 

August, 1907, Scienza economica. Yves Guyot. The preface to 
the book reviewed in the present number of the Economic 
Journal. Della natalita e della fecondita. A. Beneduce I. 
Jl tasso di sconto della hanca di Francia. G. Fran^on. La 
questione agraria 7iellu Provincia di Ferrara. P. Sitta. Based 
on P. Nicolini’s recent book. 


NEW BOOKS. 

Ashley (Propx W. J.). British Industries. A series of general 
reviews for business men and students. (Edited by Prof. W. J. 
Ashley.) Second Edition. London: Longmans. 1907. Pp. 232. 
58. 6d. 

[The editor has enriched the second edition by a reference to several treatises 
dealing with particular industries which have appeared since the publication of the 
first e&tion.] 

Barbour (J. S.). A History of William Paterson and the 
Darien Company. Edinburgh : Blackwood. 1907. Pp. 284, 
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Ckackanthoepe (Montague). Population and Progress. Lon- 
don : Chapman and Hall. 1907. Pp. 131. • ' 

% 

De-wsnup (Prof. E. R.). The Housing Problem in England. 
Manchester: University of Manchester: Economical Series. Uni' 
versity Press. 1907. Pp. 321. 

Dunraven (Right Hon. the Earl of). The Outlook in Ireland : 
the Case for Devolution and Conciliation. Dublin : Hodges.. 
London: J. Murray. 1907. Pp. 295. 

[The Economic and Social Conditions, the Industrial Future and the Financial 
Burdens of Ireland — the discussion of these and other economic topics entitle this 
work to mention here.] 

Jebb (L.). The Small Holdings of England: a Survey of 
Various Existing Systems. London: Murray. Pp. 445. 

[By the authoress of the article relating to the subject in the March number of 
the Economic Journal, and of the pamphlets reviewed in the June number. The 
principles there established are hero supported by additional examples.] 

Gilman (Charlotte Perkins). Women and Economics. With 
an Introduction by Stanton Coit. London: Putnam's Sons. 1906. 
Pp. 358. 6d. 

[Apparently a reprint of the book written by Charlotte Perkins Stetson — a name 
which still appears under the preface — which was reviewed in the Economic 
Journal for 1899,] 

Sociological Papers, Vol. III. (Published for the Sociological 
Society.) London : Macmillan. 1907. Pp. 382. 

[A collection of eleven papers among which as nearest related to economics we 
may notice The PrMem of the Unemployed by Mr. W. H. Beveridge, Methods of 
Investigation hy Mrs. Sidney Webb., Mr. W. McPougald’s Practical Eugenic Stigges- 
Hons — that civil servants and other select classes should be rcimuneratod according 
to a scale sliding upwards with the number of living children. 

Tariff Comiriission. Vol. VI. Report on the * Glass Industry. 
Vol. VIl. Report cfli Sugar and Confectionery. London: P. S. 
King. 1907. 

[Among tli^. memoranda in vol. vii. is one on the Position' of the West Indian 
Sugar fndastry^ by the West India Committee, on the Ocrnian Sugar Kartells by Q. 
Mnrtiru'iui, on Continental Bounty Systems by A. D. Stool -Maitland, on British 
Refiners and the Brussels Convention by the Chairman of the British Refiners* 
Association.] 


American Economic Association. Papers and Discussions of the 
Nineteenth Annual TVleeting. New York : Macmillan Co. 1907. 
Pp. 267. 

[“The Modern Standard of Business,” Hon. Prof. J. W. Jenks. On what 
principles a Court of Arbitration should proceed in determining the rate of wages,” 
Prof. J. B. Clark. “ Western Civilisation and the Birth-rate,** E. A. Ross, 
“ Theories concerning Stages of Economic Development,” E. F. Gay. “The 
Extent of Child Labor in the United States,” S. M. Lindsay. And other papers.] 

Boudin (L. B.). The Theoretical System of Karl Marx. 
Chicago : Kerr. 1907. Pp. 286. 

[“ The monument of the greatest thinker of the nineteeuth century ** ia exhibitecl 
jp the li^ht of recent criticism,] 
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BiiACEMAB (Prank W.). Economics. New York : The Mac- 
millaii Co. 1907. Pp. 539. 

[A useful additfon to the numerous text-books on economics which have recently 
appeared in America. The author aims at covering the “ entire field of economics " 
in a “simple and direct” exposition of the “elements” of the science. He has 
made no attempt to “elaborate particular theories,” In the general arrangement 
of his material ho has followed traditional lines, but the disquisitions on methods 
of economic investigations,” on “ transportation,” and on “ trusts” show that be 
is abreast of modern movements.] 

Berglund (A. B.). The United States Steel Corporation. A 
study of the growth and influence of combination in the iron and 
steel industry. New York: Columbia University Press. 1907. 

Bond (Prof. Beverly W.). The Monroe Mission to France, 
1794-6. (Johns Hopkins’ University Studies.) Baltimore: Johns 
Plopkins’ Press. 1907. 

[Much light is thrown on the circumstances of the Jay treaty.] 

Brisco (Norris A.), The Economic Policy of Robert Walpole. 
(Columbia University Studies.) New York : Columbia University 
Press. 1907. Pp. 222. 

Day (Clive). A History of Commerce. (Longmans’ Comrner 
cial Q^extbooks.) London: Longmans. 1907. Pp. 626. 

Friedman (H. G.). The Taxation of Corporation in Massachu- 
setts. (Columbia University Studies.) New York: Columbia Uni- 
versity Press. 1907. Pp. *177. 

Hord (John S.). Internal Taxation in the Philippines. (Johns 
Hopkins’ University Studies.) Baltimore: Johns Hopkins Press. 
1907. Pp. 45. 

[The internal revouuo law of 1904 contrasts favourably with the old system.] 

Hull (Walter Henry). Pracjtical Problems in Banking and 
Currency. Being a number of selected addresses delivered in recent 
years by prominent bankers, financiers, and ectonomists. Edited 
by W. H. Hull. With an introduction by the Hon. Charles 
Phillips. New York : Macmillan Co. 1907. Pp. 596. 15s. 

Jacobstein (Meyer). The Tobacco Industry in the United 
States. (Columbia University Studies.) New York; Columbia 
University Press. 1907. Pp. 208. 

Lewis (Austin). The Rise of the American Proletarian. 
Chicago: Kerr. 1907. Pp. 213. 

[The rise of the greater capitalism will be followed by that of the proletariate, 
the triumph of which does not threaten art and science.] 

Tenney (Alvan). Social Democracy and Population. (Studies 
of Columbia University.) New York: Columbia University Press. 
1907. Pp. 89. 

[Increase of population dependent on foreign trade is dangerous.] 

Alger (Fri^disric). La Crise Viticole et la Viticulture m^ridionale 
(1900-1907). Paris: Giard. 1907. Pp. 130. 

S !?he question now agitating France, is lucidly stated in this little book.' The 
or finds the causes of the crisis principally in the disorganisation of the vipe* 
market^ the wapt of capital, and absence of speculation.] 
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Adooy (Max). Les Systfemes Socialistes d’Echange. Paris: 
Aloau. Pp. 372. 

[An interesting study of the different systems from Owen tci Solway that have 
endeavoured to suppress money,] 

Levasseur. Question ouvrieres et industrielles en France sous la 
troisi^me E6publique. Paris : Rousseau. Pp. 968. 

[This is the fifth and last volume of the great work devoted by the distinguished 
author to the history of the working classes in Franco. This volume is not so much a 
history as a review of present labour problems.] 

Amtmann (Du. Hans) and Pfaffenrerger (Ernst). Zur Mathe- 
rnatik der .Pensionsvorsiclierung. Jena : Fischer. 1907. Pp. 206. 

Buchler (Dr. Max). H. v. Thunen u. seine nationalokonomischen 
Hauptlehren. Berlin: Franchc. 1907. Pp. 158, 

Calwer (Richard). Das Wirtschaftsjahr, 1906. Jahres- 
berichte iiber den Wirtschafts-und Arbeitsmarkt. Erster Teil. 
Handel und Wandel. Jena: Fischer. 1907. Pp. 341. 

[A mass of statistical information as to the internal and external trade of 
Germany.] 

Guthmann (Dr. Oskar). Ein Zollbuiidniss zwisclien Belgien und 
den Niederlanderi. Tubingen. 1907. Pp. 112. 

Halle (E. von). Die Weltwirt.scbaft. Ein Jalir-und Lesebuch. 
II. Jabrgang, 1907. 1 Teil. Leipsic : Teubner. 1907. Pp. 368. 

[A sequel to tlic annual reviewed in the Economic Journal, xvi. p. 606, and 
xvii. p. 267.] 

Harms (Bernard). Der Maxirnalarbeitstag. Tubingen : Laupp. 
1907. Pp. 51. • 

[A plea for shorter hours of work. An optional halfday for married women 
is recommended.] 

Morgenroth (Dr. Willi). Die Exportpolitik der Kartelle. 
Leipsic : Duncker & Humblot. 1907. Pp. 119. 

Passow (Dr. R.). Die Wirtschaftliche Bedeulung und Organ- 
isation der AktiongCK4)ljschaft. Jena: Fischer. 1907. Pp. 238. 

Pranoe (Dr. Otto). Die Theorie des Versicherunggwertes in der 
Feuerversicherimg. Teil II. 2 Buch. 3 Buch. (Two volumes.) 
Jena: Fischbr. 1907. Pp. 155, pp. 113. 

Schraut (Dr. Max v.). Die Personliche Freiheit in der 
Modernen Volkswirtschaft. Tubingen : Mohr. 1907. Pp. 131. 

[The writer, a high oflicial, was prevented by death from completing these 
interesting reflections on modern economic life.] 

Weber (Marianne)#. Ehofrau und Mutter in der Rechtsent- 
wicklung. Tubingen : Mohr. 1907. Pp. 573. 

CoLETTi. La determinazione della durata della generazione. 
Turin : Hoepli. 

Geisser (A.). II problema delle arbitrazioni popolari. Turin : 
Lattes. 

Graziani (Prof. A.). Istituzioni di Economia Politioa. (Seconda 
Editione.) Turin: Bocca. 1907. Pp. 765. 

[A ifevised edition of the comprehensive work reviewed in the Economic Journal, 
vol, vii.] 
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Minici. La base eoonomioa della degenerazione con prefazione 
di 'As Loria. Naples : Soc. Coop. 

SupiNo (Cmiillo). Le crisi economiche. Milan: Hoepli. 1907. 
Pp. 202. 

Vboa. La t^oria economica della cooperazione. Naples : Pierro. 

Hecksciiek (Eli F.). Till belysning af Jahrnvagarnas betydelse 
for Sveriges ekonorniska utvcckling. Stockholm : Centraltryckeriet. 

• 1907. Pp. 171. 

[This treatise on the influence of railways upon the economic development of 
Sweden, the enlargement of an oflicial investigation, shows the increase of population 
in “ railway parishes.” The Swedish, unlike the American, railways have favoured 
the maintenance of small industrial communities rather than the growth of great 
centres ; but probably owing to the absence of keen competition between railways, 
the trunk lines being built and owned by government.] 
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THE PEESENT POSITION OF POLITICAL ECONOMY.' 

If I attonipt what has been more than once undertaken by my 
predecessors in this chair — a survey of the past history and 
present position of political economy in this country — there are 
circumstances, obvious tn all, which render the task to-day far 
easier than before. The passage of time brings many advan- 
tages — the advantage, above all, of perspective. We are able to 
look back and make out the relative magnitude of things ; we can 
sec how the objects in the field of vision group themselves 
together ; and the influences which are dubious when they sur- 
round us are no longer questionable when we can stand away 
from them and disccta their beginnings and their endings. And 
thus it is that we can now say — and expect general acquiescence 
— what twenty years ago would have called forth loud protest, 
and would, indeed, have been premature; and that is, that the 
first phase of economics as a systematic study in this country is 
now well over ; that the orthodox economics of the middle of the 
nineteenth chntury has for some time been quite dead. We shall 
differ, unquestionably, as to its value, both as an intellectual con- 
struction and as an instrument of social and political change ; we 
shall differ, perhaps, as to the relation to it of that present-day 
teaching which some will deem a natural outgrowth from the old, 
others its very antithesis. But about the fact of its departure we 
shall all be agreed. No economist of any reputation in this 
country, or in America, or in Germany, when left to himself, lays 
stress now on the proix)sitions which Kicardo and his school 

^ Presidential Address to the Economic Science and Statistics Section of the 
British Association for the Advancement of Science, at Leicester, 1907 . 
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enipbasisod ; nor does ho draw the same concliisions as to practical 
policy. At m^.)st he may seek, with natural piety, to show how 
certain famous sentences, properly interpreted, may still be 
regarded as containing an element of truth. Every new text- 
book that appc'ars makes tlie disappearance of the old orthodoxy 
the more evident; indeed, it is the very consciousness that the 
.old has passed away which is bringing the present flood of new 
text-books u|K)n us. And hence the iK:)sition of the first phase of 
English economics as a system of thought has passed in large 
measure out of the s[)h(U*e of the controversial ; we can criticise 
it objectively and dispassionately ; it lias become a closed chapter 
in intellectual history. 

It is the additional good fortune of those who would seek to 
disentangle the outlines of that chapter that the materials for 
that, as well as for preceding chapters, arc now ready to tlufir 
hands in a whole series of recent publications. Among those to 
whom wc are especially indebted, gratitude compels me to 
mention the names of Ih’ofessor Oncken, Erof(‘Ssor Hasbach, Dr. 
Caiman, Professor i'oxwell, and M. Halevy. But there is one 
writer u[X)n the so-called “classical” economics whose recent 
masterly treatise has been peculiarly welcome ; I refer to the late 
Sir Leslie Stephen’s “ Jllnglish Utilitarians.”. And for this 
reason in particular, that Leslie Stephen was neither an his- 
torical, nor a reactionary, nor a socialist critic of laissez-faire. 
His sympathies were with the older economists rather than 
against them ; his general mental attitude was still so largely 
that of the utilitarian circle that he might be counted upon to do 
the Kicardians full justice. If anyone still 'doubts whether there 
really was such a thing as an ortliodox body of economic doctrine, 
the doubt can be quickly resolved by reference to Leslie Stephen’s 
pages. 

E"ew things are more remarkable in the history of thought 
than the rapidity with which the Picardian economics secured 
its dominion over public opinion. Adam Smith liad laid the 
foundation in the assumption of free competition ; Malthus had 
absolutely reversed the ideas of social ])hilosophors on the subject 
of jxipulation. But neither in 1776 nor in 1798 was the man or 
the time ready for a “system.” The creative period came a 
good deal later ; it hardly extends beyond the decade from 1810 
to 1820. Towards the end of that decade, in 1817, Kicardo’s 
book rose above the torrent of controversial pamphlets ; and 
almost at once the edifice was complete. The doctrine of rent 
which Eicardo championed furnished a centre round which the 
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other doctrines could group themselves ; while the conception of 
natural law— taken over by the Physiocrats lox]g before from 
contemporary philosox^hy, learnt from the Physiocrats by J. B. 
Say, and now, through Say, im[)ressed anew on Eicardo and his 
associates — gave to the new tenets a superhuman sanction. For 
if the word “ religion ” has any meaning, we must recognise 
that political economy was, in a very real sense, one of the new. 
religions of that wonderful era of fermentation. As early as 
1821 the “ d(iposit ” of doctrine was complete; it only remained 
to pro£)agatc it. And this completion of the system is indicated 
by two events. One was the foundation of the Political Economy 
Club ; the other, the ])ublication of James Milks “ Elements.” 
The Political hiconoiuy (Tub was the assembly of the elders of 
the new (duirch, and its rules breathe all the spirit of ecclesias- 
tical fervour. The “just principles of political economy” are 
assumed to be already discovered ; the iiKunbers bind themselves 
to procure tlieir ” ditfusion.” They declare it to be their duty 
” to watch carefully and to ascertain if any doctrines hostile to 
sound views on political (economy have been pro})agated ” ; they 
undertake “ to avail themselves of every favourable opportunity 
for the publication of seasonable truths.” James Mill’s manual 
is even moi'c symptomatic of the stage which political economy 
was believed by its adepts to have reached. ’Political economy, 
it takes for granted, is already a ” science ” whose “ essential 
principles” are known, and need only to be “detached from 
extraneous topics” and “stated in their logical order.” What 
shows, ])erha})s, best of all how completely all hesitation has 
passed away from the mind of its author is the fact that the 
work is avowedly designed to be a “ school-book,” •iiddressed to 
“persons of either sex of ordinary understanding” — the first, 
in fact, of those manuals by which young people have been 
turned into prigs before their time. And it was James Mill, we 
are corning more and more to realise, who did more than any 
other one man, first to impel Eicardo to write, and then to 
systematise the new faith and organise its propaganda. 

How rapidly that propaganda was successful ! In 1821 
Eicardian |X)litical economy was the creed of a part only of ‘ ‘ a 
small and very unpopular sect,” the Utilitarians, which “ excited 
antipathy on all sides.” Its teaching, we may recall, was 
received with repugnance and protest by the man of that age 
who saw most deeply into the human soul— I mean, of course, 
Wordsworth— as well as by Coleridge, who was beginning to 
teach his countrymen a truer philosophy of history. And yet in 

T, T, 9 
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another ten years it had won wide acceptance, and had become 
the dominant ioxce in social legislation. What Coleridge said in 
J832 of the Malthusian foundation was true by that time of the 
system generally; it had “gotten complete possession of the 
leading men of the kingdom.’’ 

It would occupy us too long, and it might suggest a con- 
•troversy I should wish to avoid, if I sought to furnish a complete 
explanation of this remarkable and rapid success. We should 
probably all agree that the system owed its general acceptance 
less to its intellectual merits — for when have great political forces 
been set moving by sheer weight of argument ?— than to its 
singular appropriateness to contemporary conditions. It appealed 
both to the good and to the evil sides of the new manufacturing 
middle class ; to the spirit of enterprise which no longer felt the 
need of the protective legislation of the past ; and to the narrow 
self-satisfaction which found in the law of population a release 
from the sense of social obligation. The term “manufacturing 
economists,” applied to the Bicardian group by a pamphleteer of 
the period, was eminently apposite : and as the manufacturing 
interest coalesced with the fragments of the old Whig connection, 
and formed the modern Liberal party, the new political economy 
furnished a platform on which both these wings could unite, 
and which saved them from the necessity of falling back for a 
policy on the more thorough-going democratic doctrines of un- 
“ philosophical ” or pra)-“ philosophical ” Eadicals and Chartists. 
That “they overrated the political economists” was one of the 
chief reasons assigned by Dr. Arnold in 1840 for the difficulty 
he felt in working with the Liberal party. And it must be remem- 
bered that, ‘in thus being taken over into practical politics, 
political economy lost altogether the hypothetical character which 
its more cautious exponents attributed to it ; its conclusions were 
no longer remembered to require ‘ ‘ verification ” ; “ other con- 
siderations besides the purely economic” were left to the other 
side to point out ; and economic principles were regarded as rules 
directly and immediately applicable to existing circumstances. 

It is not, however, any particular explanation of the very 
general acceptance of the Bicardian creed as early as 1832, but 
the bare fact of that acceptance that I wish to lay stress upon. 
Indications of it abound. Consider, for instance, the almost 
complete neglect which all contemporary economic writers 
sufEered—and there were not a few—who diverged from the now 
codified teaching. We can understand this with writers like 
Thompson and Hodgskin, from whom Marx seems subsequently 
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to have derived the claim for the labourer to “the whole 
product “ of industry. This was a doctrine for the manual 
workers, and their time had not yet come. Buf, as Professor 
Seligman has recently pointed out, there was also more than one 
writer of the period who anticipated what has quite recently 
become, for the time, the current teaching of most English- 
speaking economists. The marginal conception of value which 
this generation owes to Jevons and Monger was clearly enough’ 
ex|X)unded by Longfield in 1833, but it passed unregarded. As 
I am not myself altogether convinced that the notion really 
carries us any great distance, for reason^ to which I shall 
return, I do not particularly blame his contemporaries. But it 
is evident that their inattention was due, not to dissatisfaction 
with what men like Longfield offered them, but to satisfaction 
with the apparently sufficient formulae they had already 
mastered. 

A further indication of the victory of the Eicardian school 
may be found in the promulgation of what may fairly be called 
the orthodox doctrine of economic method. The essay of the 
younger Mill “ On the Definition of Political Economy, and on 
the Method of Investigation proper to it ” was drafted and com- 
pleted in these very years of triumph — between 1829 and 1833. 
The proper method, according to John Mill, was the a priori one, 

* ‘ the only method by which truth can possibly be attained in 
any department of the social science.’* Though he then avoided 
the term “ deductive,” and continued to the end to use “ induc- 
tive ” and “deductive” in a fashion of his own, “deductive” 
is the fairest brief (.iescription of what he had in his mind, and 
he finally fell back upon the word in his “Logic.” In the 
treatise of Cairnes on the subject, which may be regarded as an 
expansion and popularisation of Mill’s essay one-and-twenty 
years later, it is clearly laid down that as “ the economist starts 
with a knowledge of ultimate causes ’ ’ the preliminary work of 
induction to* reach premisses is reduced to a minimum, and the 
economist must “ regard deduction as his principal resource.”' 

It cannot be necessary to examine the correctness of this 
opinion, for the simple reason that it is no longer entertained 
in all its primitive rigour and vigour by English-speaking 
economists ; and it is held by few indeed of those of other 
countries. Professor Edgeworth, in reviewing some years ago 
the book of the Dutch economist Pierson, remarked that “ it is 
refreshing to find in these days a first-rate economist who has 
the courage to say that deduction is the only effective method ” ; 
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and Pierson’s singularity suffiodently indicates the present state 
of opinion. It would, indeed, be misleading to imply that all 
serious workers in the economic field are absolutely at one in 
this respect. But since Henry Sidgwick’s eminently judicial 
review of the controversy in 1883 ; since the leading representa- 
tives of opposing schools in Germany, Wagner and Schmoller, 
have approached each other so nearly in their recognition of the 
equal validity of induction and deduction for “the tasks appro- 
priate to each”; since the doyen of English economists, Pro- 
fessor Marshall, has come to use, with such hearty acquiescence, 
Schmoller’s metaphor- of the two feet equally necessary in walk- 
ing-sweeping assertions like those of eJohn Mill and Cairnes 
sound antiquated to our ears. Let me interpose the remark that 
a method of observation and generalisation— the method, in fact, 
of historical and statistical inquiry — is peculiarly appropriate to 
a kind of investigation which the older economists hardly con- 
templated, and that is into the structure of industrial organisation 
and institutions and the evolution of that structure. But for this 
process it is misleading to use the term “induction,” since 
“induction” suggests a different sort of goal. And, on the 
other hand, it would seem as if less use were being made of 
“ deduction ” in recent years by abstract economists themselves. 
Certainly, in the various marginal theories of distribution which 
have been pushing the simple Ricardian tenets into the back- 
ground, it is not so easy to disentangle a deductive line of 
reasoning as it was, for instance, in the earlier doctrine of wages 
or profit. The fashionable modern term “ analysis ” is elastic 
enough to cover several different kinds of mental oi^eration. “ No 
one who knpws the meaning of terms,” we have lately been 
informed in a tone of authority, “will call the analytical study 
of the motives which govern men in business a strictly deductive 
method.” 

To return, how^ever, to John Mill and the “ methodology” of 
1833. Perhaps the most curious fact about it, when one comes 
to reflect, is its totally unhistorical character. Cairnes says 
somewhere that “ no economic or social truth meriting the name 
of scientific ever has been discovered ” by induction. But it 
may be said with equal positivencss and more accuracy that none 
of the fundamental doctrines of Ricardian economics were 
actually discovered by deductive or a priori reasoning. As Pro- 
fessor Hasbach has so usefully reminded us, they were all of 
them conclusions directly suggested to observers by the facts of 
life before them— observers some of them in past centuries, some 



1907] THE PBESENT POSITION OP POLITICAL ECONOMY 473 

recent, like Anderson and West and Malthus. What the 
Kicardian group did was to work these truths ” into a system 
and support them more or less by formal reasoiiiug. Deduction 
became in their hands an effective pedagogical method, but 
had not really been the instrument of “ discovery.” 

Yet its imhistorical character only brings out more clearly the 
place of John Mill’s doctrine of method in the history of 
economic thought. Its appearance marks the passage of the 
Kicardian faith into its third stage — the stage of apologetics ; and 
apologetics, here as (dscnvhere, tended to mask and misrepresent 
the real charactc^r of the forces and influences which had actually 
given rise to the doctrine. Nevertheless for some decades it was 
suflicient for its purpose. When John Mill came to write his 
own great text-book in 1848 he ” spoke as one expounding an 
established system”; and established the system remained for 
at least twenty yc'ars longer. Fawcett’s book, which appeared 
in 1863, which ran through many editions and remained the text- 
book for passmen well into the ’eighties, was only a simplified 
Mill. During ail this time orthodoxy w^as a very real thing, and 
the penalties of heresy were not always light. In the bitterness 
of his heart Jevons once d(‘clared in a private letter that “the 
Mill faction never scrupled at putting their lecturers and 
examiners wherever they could.” But ” faction” is too harsh a 
word ; it was the body of the Church. 

That the doctrine should naiiain so long in vogue in academic, 
civil service, and journalistic circles, in spite of the assaults of 
Kiiskin and in spite of the just anger of the working classes, 
is easily explained ^ It was due chiefly to the success, for the 
time, of the gre^at Free Trade measure of 1846 ; a measure which, 
though dictated by the immediate interests of the ihanufacturers, 
was in complete accord with the then orthodox economics. 
English trade was increasing “ by leaps and bounds ” ; England 
was becoming the workshop of the world, and seemed likely so 
to remain.* The doubts which even men like Malthus, not to 
mention conservative philosophers like Coleridge, had entertained 
as to wKcthor a purely manufacturing policy would turn out in 
the long run to be safe could be contemptuously dismissed ; and 
the literary dignity of John Mill’s book did much to secure its 
hold on respectful attention. Those who w^ere drawn to a more 
generous attitude towards the labouring ix)pulation and a nobler 
conception of society than were congenial to the first generation 
of economists found much to appeal to them in the moving pas- 
sag^^s which Mill wrote under the influence of Comte and the 



474 THE ECONOMIC JOUBNAL [DEC. 

Socialists, It was as yet hardly realised that such passages had 
no natural place in the body of orthodox teaching. 

There were not wanting, during this long period of half a 
century, currents of European thought which might have been 
expected to disturb the complacency of English economics. But 
these currents never made their way into England. For the 
failure of each of them there is perhaps some explanation. 
Comte’s criticism of political economy (1839-42) was associated 
with a destructive philosophy of religion, and with a personality 
singularly alien to any usual English type. That Le Play’s 
method of family monographs and workmen’s budgets should 
have had to wait to our days before it called forth imitation in 
England is harder to explain ; but that may also have been due 
to the association of a method of economic investigation with a 
large philosophy of religion and society, very different from that 
of Comte, but, like Comte, speaking a dialect foreign to English 
ears. The creators of the German “historical” school of 
economists— Eoscher (1843), Hildebrand (1848), Ivnies (1853) — 
had no such associations to hamper them, and in their own 
country their influence quietly spread over the Universities and 
among the official classes. But the period was one marked in 
England by an almost complete ignorance of contemporary 
German thought. It was indeed the time of Germany’s humilia- 
tion ; and I suppose the victories of 1870 did more to make us 
learn German than any spontaneous enlargement of interests. 

I began by saying that the Kicardian orthodoxy is, by general 
consent, to all intents and purposes dead to-day among English- 
speaking economists. By that, of course, I,, do not mean that 
there are not, even yet, portions of their writings that are still 
valuable ; but * that what the Eicardians themselves regarded as 
the most vital part, the part which they frequently identified with 
political economy as a whole, the part which lent itself to prac- 
tical conclusions in the sphere of taxation — that is to say, the 
doctrine of distribution — is no longer held (with the dubious 
exception of the doctrine of rent) in any shape which they would 
themselves have recognised. Its abandonment has been due to 
a series of assaults from several quarters and on different parts of 
the fabric, which occupied little more than the decade 1870-80. 
They were almost all, immediately if not ultimately, from 
English directions ; they were all, not from outside humani- 
tarians, but from professed economists ; and some of them were 
from men who had no sort of realisation of the damage they were 
doing to an edifice they supposed themselves to be propping up. 
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It will be enough to mention them in order. In 1869 John -Mill 
threw over his disciples and renounced the wage-fund doctrine, 
giving hardly a thought to the security of what* remained. In 
1871 Jevons produced his quasi-rnathematical theory, the effcdt 
of which was to show, as he declared, how “ that able but wrong- 
headed man David Ricardo shunted the car of economic science 
on to a wrong line, a line on which it was further urged towards 
confusion by his equally able and wrong-headed admirer John 
Stuart Mill.” In 1874 Cairnes ‘‘newly-expounded'' “some leading 
principles of political economy '' ina way which, while “ not in 
any sense antagonistic towards the science built up by the labours 
of Adam Smith, Malthus, Ricardo, and Mill,'' aimed at showing 
that, “ as at jirescnt generally received,'' it contained “ no small 
proportion of faulty material.'' In 1876 Bagehot began a series 
of articles which were intended to rehabilitate orthodox economics 
— among other ways by returning to the narrowness of its scope 
before the younger Mill tried in vain to widen it, but with the 
result, in many minds, of still further discrediting it. In 1877 
the American economist Francis Walker produced a new and far- 
reaching doctrine of wages. In 1879 Cliffe Leslie’s collected 
essays introduced the English reader to the German historical 
economists, and made clear — what the consistent advocates of a 
“ hy}X)thetical ’’ science had never denied, but what ordinary 
economic writings had been curiously unable to keep before men's 
minds— the vast difference between “tendencies" and actual 
phenomena. And finally, in 1881-2, the lectures of Arnold 
Toynbee made an attempt to show how the historical method 
could be applied to tke interpretation of actual conditions. Mean- 
while, it should also be added, the dissemination of tjae teachings 
of the so-called “ scientific " socialists — of Lassalle’s “ Iron Law 
of Wages,"’ and Marx’s “ Suri)lus Value "—disposed conserva- 
tively minded thinkers to re-examine that Ricardian teaching to 
which the Socialists, with so much show of reason, were in the 
habit of appealing. 

To what now has all this ferment led ? After a time of almost 
complete chaos it might seem as if a new structure of theory 
with regard to the fundamental problem of distribution had once 
more been erected— to judge from the appearance in these latter 
years of a whole shelf-full of imposing text-books. We need but 
glance through them to discover that there has as yet been no 
substantial reconstruction among English-speaking economists on 
historical lines. The historical study of economic conditions has, 
it is true, made considerable progress j to that I shall return later, 
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But.tbe centre of interest among academic economists (and with 
them must be reckoned for this purpose some influential writers 
outside the Univt3rsities) is still to be found, both in this country 
a'nd in America, in abstract argument. Among the diverse lines 
of thought which converged upon the old orthodoxy for its 
destruction in 1870 80, tlvat represented by Jevons has for the 
time had the widest influence^. It has been supplemented by the 
similar influences of Austrian economists — Menger, Bohm- 
Bawerk, and Wieser — who have been made acc(3ssible to English 
readers by translation or paraphrase ; and partly under impulses 
from Jevons and the Austrians, partly from an original turn for 
abstract speculation, there has appeared in America an inde- 
pendent thcorician of the first rank, Professor Clark, who has 
already carried most of the younger economists of the United 
States with him, and is beginning to make himself felt on this 
side of the ocean. 

In speaking of this second, this newer, phase of abstract 
economics, my task is more perilous. The movement has only 
just got well under way ; and it would be rash to predict its 
destination. I shall confine myself to a very few^ observations : 
and possibly one who occupies a detached position outside 
theoretic discussion may see some of the larger features of the 
situation more distinctly than those who are themselves taking 
part in the debate. 

Perhaps the best term for the representatives of the newer 
abstract pEase would be “the Marginalists.” They cmj)Ioy the 
conception in different ways and with different results; but with 
all of them the notion of the Margin, the Gronz, is a never-failing 
resource. Tbey all begin, at any rate, by laying stress on the 
doctrine of marginal or final utility, some as tlu? key to the whole 
problem of value, some as the k(‘y to the demand side of it. And 
what has one to say to it? Of course, in the first place, it is 
quite true, so far as it goes; and, in the second place, it is 
pedagogically of some use. It puts an elemeiftary bit of 
psychology in a way calculated to make the youthful beginner do 
a little thinking. Even for this purpose it is not without its 
dangers; for “utility” cannot but be a constantly misleading 
name for mere “desiredness,” however carefully it may be 
explained. Suppose, however, we all remember always that 
“ utility ” does not necessarily mean in economics what it means 
in ordinary speech , how far does the doctrine take us ? I cannot 
help thinking that it takes us a very short way indeed. Instead 
of leading us to the very heart of the problem, the doctrine of 
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marginal value seems to me to remain entirely on the surface : 
it is not much more than a verbal description of the superficial 
facts at a particular point of time. The intensity of demand 
varies inversely, more or less rapidly, witli the extent to whic^h 
it is satisfied ; for different commodities there arc different scales 
of intensity ; under certain circumstances one demand will be 
substituted for another. True, doubtless. But v:hy do people 
demand just those things? On what docs the rapidity of satiation 
depend? Have their desires always been the same ; or the possi- 
bilities of production in order to meet them? How are desires 
related to one another? What are they likely to become? What 
are the limits to demand set by the economic situation of the 
demanders? These are the things we really want to know. The 
problem is, in a wide sense of the term, an historical one; or, if 
you prefer the phrase, a sociological one, both “static” and 
“ dynamic.” Behind the workman’s wife making up her mind 
on Saturday night whether to buy another loaf or a scrap more 
meat stand the whole of human nature and the whole of social 
history. And this is what, I suspect, the deeper thinkers among 
the Marginalists are obscurely realising. When Professor 
Marshall distinguishes between normal and market value, and 
invites us, in order to understand normal value, to contemplate 
a chain of forces operating, both on the demand and the supply 
side, for indefinitely long periods, is he not in substance recognis- 
ing that the problem is one of age-long development? And, 
similarly, w'hen iVofessor Clark points out that even utility is 
not a homogeneous thing ; that every commodity is I'eally a bundle 
of utilities for differtnt purposes; and that therefore “ value is a 
social phenomenon,” he is approaching the real complexity of a 
sociological, problem. It is with a true instinct that Mr. Carver 
waives these subtleties of the Columbia economist on one side ; 
he fK^rceives that simplicity of economic “analysis” would 
speedily disappear if the psychology became more profound. 

When we pass from marginal utility to the exposition of the 
laws of distribution to which it serves as a prelude, the attempt 
to judge of the true character of the neo-abstract literature of 
recent days becomes extraordinarily difficult. For one who 
should try, as I have recently done, to review that literature as a 
whole will be startled to find how far-reaching are the diver- 
gences within it?. Its only unity would seem to consist in a 
common belief in the value of abstract (or, as it is sometimes 
called, “general”) reasoning, and in the common employment 
of a* few specialised terms. Doubtless all the differences could 
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be GOHstrued as differences of emphasis ; but this is hardly 
reassuring, for the emphasis may differ so much as to give totally 
opposite impressions, A man may be “ coloured ” with so little 
einphasis as to be practically white, or with so much emphasis 
as to be practically bL\ck. So long as the student keeps to a par- 
ticular set of writings, he may cherish the impression of a 
triumphant analysis, solving all difficulties for intelligent men in 
the same way ; when he extends his reading he will find that 
there are at least three main groups, following respectively the 
lead of Cambridge, of Vienna, and of New York; while among 
the younger men there are all sorts of ingenious but mutually 
irreconcilable attempts at eclectic compromise. 

The want of agreement shows itself, I cannot help thinking, 
even before we turn to specific doctrines, when we ask ourselves 
what is supposed to be the relation of the several ‘ ‘ systems ’ ' to 
real life. It is the old difficulty, still giving trouble, of the 
relative importance of “tendency” and “friction.” Grant, if 
you will, the possibility of a doctrine of tendencies, it is surely of 
the first importance that we should have a pretty definite and 
continuous impression as to the width of the gap between the 
formulie and visible phenomena. Yet, while some of the abstract 
economists give the impression that the tendencies they formulate 
are actually, with some little delay and in a rough-and-ready way, 
on the whole realising themselves in concrete circumstances, 
others give the impression that their science is so very ‘ ‘ pure * * 
as to have hardly anything visibly in common with the crude 
doings of impure humanity. One leading writer assures us that 
in his book ‘ ‘ normal action is taken to be ‘that which may be 
expected, under certain conditions, from the members of an 
industrial group ; and no attempt is made to exclude the influence 
of any motives, the action of which is regular, merely because 
they are altruistic.” On the other hand, his persuasive American 
colleague turns our thoughts in just the opposite direction. He 
tells us that “ the impression of unreality which is liiade by the 
studies of the classical political economy is i>emovcd by complet- 
ing them on the same theoretical plan on which they have been 
started. We must use assumptions boldly and advisedly, make 
labour and capital absolutely mobile, and let competition work 
in ideal perfection.” 

There has been one fresh and welcome advance upon the 
position of the older writers. Both Professor Marshall and Pro- 
fessor Clark would seem to agree in describing their methods of 
treating economic phenomena as primarily “statical/' even if 
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they are not quite at one in the meaning they attach to‘ the 
adjective. Both regard a statical doctrine as, in q, sense, only an 
introduction, though a necessary one in their eyes, to “ a more 
philosophic treatment of society.” It is not, indeed, easy to see 
how a whole abstract system can be made an essential pre- 
liminary; if, as the former writer tells us, ‘‘the function of 
analysis and deduction in economics is not to forge a few long 
chains of reasoning, but to forge rightly many short chains and 
single connecting-links” — a place which all sensible historic 
economists would readily grant to it.' However, the distinction 
between static and dynamic is a significant precaution, if only 
the ordinary reader can bear it in mind. If ” actual society is 
always dynamic,” and “because of this continual evolution the 
standards of wages and of interest to-day are not what they will 
be ten years hence,” it is evident that the lonely figure of “ the 
marginal shepherd ” would give little help in settling, let us say, 
the Australian shearers’ strike. And this, perhaps, is why a 
younger American economist already referred to, who retains the 
old orthodox preference for a short way with dissenters, becomes 
a little restive. “The static state,’’ he says, is “ a heroic 
assumption of doubtful utility.” Possibly he fears that, if the 
appearance of the promised “dynamic” theory is long delayed, 
the assumption may be as dangerous as some other ‘ ‘ heroic 
remedies have been. 

Until that time comes, and looking only at the several 
“static” systems themselves, we find that there is hardly a 
single point in the whole theory of distribution on which there is 
as yet any approacli to unanimity. What was the one doctrine 
associated with the name of Eicardo which survived the wreck 
of 1870-1880? It was the so-called “ Eicardian ” doctrine of the 
rent of land. Most British economists cling to the conception 
still, and regard the distinction between land and other instru- 
ments of production as one of the first importance. Indeed, they 
have gone further, and have applied the marginal idea and the 
term ‘ ‘ rent ’ ’ to all surpluses derived from the possession of 
difierential advantages. It then becomes natural to see “ quasi- 
rent ” or “analogies to rent” in every direction. But, from 
seeing a peculiar thing everywhere, the transition is easy to 
seeing no peculiarity anywjiere. And thus it is not only the 
Austrian writers who are disposed to rub out the distinction 
between land and other instruments of production; the chief 
American theorist, Professor Clark, throws the whole Eicardian 
doctrine overboard. He is daring enough to say that the argu-- 
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mentsr advanced to prove that ‘‘ rent does not enter into price” 
would “ prove that wages and interest are also residual amounts, 
having no price-making power; and this is an absurdity.” A 
growing band of American disciples accepts this view ; and in 
recent text-books, like those of Professors Fetter and Seligman, 
the beginner is calmly told that the doctrine still taught by high 
authority in England “is now being abandoned by economic 
students.” 

The same contention reaches our ears when we approach any 
other part of the field of distribution. What, for instance, is 
profit? Is it a return for the business man’s share in the work 
of production? Is it a marginal i)rodiict? Or does it arise because 
the owners of the real “factors of production” do not succeed 
in getting their “marginal products”? Is there, after all, 
normally no absolute net profit (UntcrJiehmergewinn) apart from 
interest, wages, and insurance? On all these points discord 
reigns among what would seem to be equally competent theorists. 
Or take interest. What is the exi)lanation of the fact of interest? 
Large Austrian books have been translated which dismiss all 
previous explanations with contempt, and instruct us that the 
true solution is the discounting of future goods. This view, which 
our leading English economist condemns as “one-sided,” has, 
nevertheless, found some acceptance in England; and it is 
accepted wholesale in the Dutch treatise which has been recently 
translated for our benefit because of its unique combination of 
reasoning power with knowledge of affairs. If there were time 
we could take the remaining topic of distribution, viz., wages, 
and entangle ourselves m the like perplexity.' It may be enough 
if we notice in passing that, on such a vital question as whether 
trade-unions could effect a general rise of wages, not , only wnuld 
opinions differ, but those wdio agreed in their answers would get 
at them in quite different ways. 

It has not been my piurpose in thus displaying the present 
position of abstract economics to deny its interest. Its study is 
certainly sharpening to the wits, and it is hardly likely that all 
the opposing doctrines are mistaken. It may be that in another 
quarter of a century opinions will have shaken themselves down 
and assumed their permanent places and proportions, and then 
the ‘ ‘ system ’ ’ to which we shall have arrived may be of evident 
assistance in the understanding of life. Meanwhile, an English- 
man may feel a just satisfaction in the width of sympathies and 
the sober balance of judgment which mark the chief English 
treatise of this period , and even an untheoretical reader * will 



1907] THE PRBSBN^T POSITION OP POLITICAL ECONOMY 481 


gratefully acknowledge the abundant help to bo derived* from 
Professor Marshall’s knowledge and insight. purpose was 
simply to show that, though there has been a new growth of 
abstract speculation since the first phase of orthodoxy passed 
away, there has not emerged a second orthodoxy so far. There 
is no reason why those who think that a very moderate amount 
of general reasoning will go a long w^ay in the interpretation of 
facts, when once these facts have been collected and arranged, 
should be so dazzled by any of the new systems as to be checked 
in their own more ^^lodding career. 

Side by side, how^ever, with all this activity in the field of 
theory— an activity w'hich, it must be confessed, has almost 
monopolised the attention of professed economists — there has 
been a most remarkable awakening of interest in the actual 
economic history of our land. As I have already observed, the 
criticisms of the historical school have not led, so far, to the 
creation of a new political economy on liistorical lines : even in 
Germany it is only within very recent years that some of the 
larger outlines of such an economics have begun to loom up 
before us in the great treatise of Gustav Schmoller. But what 
has, at any rate, been secured in this country is a most sub- 
stantial increase in the knowledge of our own economic past. 
How^ remarkable the progress has been we only realise when wc 
begin to look back and take stock of our recent acquisitions. 
Five-and-tW'Cnty years ago interest in the subject was curiously 
languid. This had not always been the case. In the eighteenth 
century Anderson and Eden had brought together great collec- 
tions of materia] ; and in the ’thirties and ’forties of last century 
the currency discussion had produced the work oS Tooke, and 
pride in the new inventions a number of histories of particular 
trades. The most typical book of this later period, how^ever, was 
the work of Eicardo’s brother-in-law, the first head of the 
Statistical Department of the Board of Trade. Porter’s 
Progress of the Nation (1830-1843) was a prolonged statis- 
tical p^ean of trium2)ii over the results of growing enlightenment. 
The blessings of tlic now era having thus been displayed, it 
might seem as if it was hardly worth while to learn anything 
more about the past. If a student had inquired in 1880 for the 
best recent treatises dealing with our economic history at large, 
he would have been referred to Leone Levi’s History of British 
Commerce from 1763, and to the first two volumes of Thorold 
Eogers’ History of Agriculture and Prices, coming down to 
1400*. The former w^as a useful compilation put together in the 
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mo^ Unscientific and philistine spirit ; the latter was the out- 
come of a vast, amount of toil, but the material collected was not 
of such a nature as to afford a clear understanding of the funda- 
mental institutions of the Middle Ages. Accordingly, those who 
began to interest themselves in such subjects were compelled to 
look abroad. In the wwks of Brcntano, Ochenkowski, Schanz, 
Nasse, and Held they found, in varying degrees, a scientific 
method and a stimulus not to be met with at home ; and there 
can be little wonder if they were inclined to assign to one or 
other of these German monographs more weight than really 
belonged to it. 

But the years 1882-1884 marked the beginning of a better 
time. Three books appeared, very different in their character, 
but each in its way opening a new era. To Toynbee’s Industrial 
Revolution (1884) I have already referred. Its chief value lay 
in its showing how impartial investigation of the past could be 
combined with ardent enthusiasm for social improvement. 
Shortly before, Dr. Cunningham’s Growth of English History 
and Gommerce (1882) had given us for the first time a tre^atise 
which attempted to cover the whole historical ground. It w^as 
the forerunner of those enlarged and re-written editions which 
have grown into the three stately volumes now on our shelves. 
The time would fail me to single out the numerous particular 
topics on which Dr. Cunningham has enlightened us ; what is a 
far greater service is that by his masterly and cncyclopaidic 
grasp of the whole vast field he has kept before our minds the 
fundamental idea of the continuity of our national develojunent. 
About the same date the book of Mr. Seebohm on The English 
Village Cowjmunity (1883) gave us, for the first time, the right 
starting-point for our study of mediaeval (and therefore of modern) 
agrarian history. It is an example of the way in which even 
the largest facts of national life are apt to drift out of the minds 
of the next generation that the “open-field” system of hus- 
bandry should have been entirely forgotten in hardly more than 
fifty years from the time when the things itself finally passed 
away. The manorial economy, as Mr. Seebohm reconstructed 
it, may possibly be a little more symmetrical than the facts ; but, 
without an understanding of its main features, media)val agricul- 
tural conditions must have remained unknown to us. Let anyone 
who fails to appreciate Mr. Seebohm’s incomparable services try 
to find in any modern writer before him a clear explanation of 
the yardland— the pivot of the agricultural organisation of pvery 
old English village. 
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Of subsequent workers in this field of economic historjr it is 
only possible to give a bare list. Professor Maitland, whose 
untimely loss we all deplore, has enabled us to get truer notions 
of mediaeval law : he has confirmed the impression that there 
were certain underlying conditions common to the whole of 
Western Europe by his proof of the acceptance of the canon law 
in England ; and to his example and influence we owe a great 
increase in the printed materials for manorial and municipal 
history. Mr. Powell has added exactness to our knowledge of 
the great peasant rising ; Mr. Leadam has printed the official 
evidence concerning the enclosures of the sixteenth century ; Mr. 
Stevens, Sir George Birdwood, and others have given like 
assistance for the beginnings of our East India trade ; Miss 
Leonard has ex[>lained the part played by the earlier Stuarts in 
establishing the English poor law; Mr. Galton and Mr. Unwin 
have helped to bridge over the gulf between the mediooval guild 
and the modern trade-union : Mr. and Mrs. Webb have laid bare 
the local government of the seventeenth and eighteenth centuries, 
a period more obscure in some ways than the age of the Plan- 
tagenets ; Mr. Gray has written the annals of philanthropy ; and 
Mr. Slater has taken up the thread of agrarian history and sys- 
tematically examined the later enclosures. The beginnings of 
Scotch manufactures have been explored by Mr. Scott; the 
troublesome story of the relation of English |X)licy to Irish 
industry has been told by Miss Murray ; the history of nineteenth- 
century factory legislation has for the first time been written in 
perspective by Miss Hutchins and Miss Harrison conjointly ; the 
movement of wages during the same period has been traced by 
Mr. Bowley ; and while the modern combination of labour has 
found its first serious historians in Mr. and Mrs. Webb, the even 
more recent tendency towards capitalist combination has been 
portrayed by Mr. Macrosty. For particular industries we have 
now the works of Mr. Ellison and Professor Chapman on the 
cotton trade-j and Mr. Jeans’ reports on the iron trade, while 
Dr. Creighton has dgalt with a subject of the utmost economic 
interest in his history of epidemics. This is a recital of which 
we may well be proud. 

And meanwhile we have been receiving assistance equally 
valuable from foreign scholars. Two American students trained 
in Germany, Messrs. Page and Gay, have thrown a strong light 
on the commutation of labour services in the fourteenth century 
and on the enclosures of the sixteenth and seventeenth. Two 
Germ'an scholars, Professor Ehrenberg and Dr. Lohmann, have 
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greatly added to our knowledge of the place occupied in our 
history by the woollen industry, the one explaining the struggle 
for the admission of English cloth to the Continent, the other 
the methods of governmental regulation. Two others, Professor 
Hasbach and Dr. Levy, have turned their attention to our 
agrarian development; and, while the former has investigated 
the fortunes of the agricultural labourer, the latter has traced the 
rise and decline of capitalist cereal farming. And it is a sign 
of the recent revival of solid historical studies in the land of 
M. Fustel de Coulanges that a French scholar, M. Mantoux, has 
just given us by far the most complete account of the industrial 
revolution of the eighteenth century. If we cannot but regret 
that some of these books do not bear the names of English 
scholars, there still remains a large field for English scholars to 
explore. 

Accompanying the new zeal in this country for original 
research, there has come a recognition equally new of the im- 
IKirtance of economic history in the examination requirements of 
the Universities. On looking at the fresh work of investigatiqn 
which we have just been surveying, it will be observed that a 
large part of it has been more or less closely connected either 
with Cambridge or with the London School of Economics; and 
it is notorious that the impulse has been due in the one place 
chiefly to Dr. Cunningham and in the other chiefly to Professor 
Hewiris and Mr. Webb. Accordingly, it is appropriate that 
economic history should have been given a respectable place alike 
in the Cambridge History Tripos and in the examination for 
Science Degrees in Economics in the University of London. 
Even more significant is the room made for economic history in 
the Economics paper of the First Class Civil Service Examina- 
tion, both for home and for Indian appointments. Quite a con- 
siderable number of undergraduates do now every year give some 
little attention to the subject ; at least half a dozen formal 
examination papers must be set upon it annually ; g^nd there are 
already three or four elementary text-book^? in existence for the 
beginner to choose from. And all this is so far to the good; in 
an examination-ridden country it is the only way in which a 
subject can command any general attention. But I seem to 
observe a certain tendency towards what I should regard as an 
unfortunately sharp division for academic purposes between 
economic theory and economic history. There is an inclination 
to regard each as a specialism unconcerned with the other, and 
represented by a different expert ; or, if sometimes combined in 
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one person, kept in separate compartments of the brain.' It is 
inevitable and salutary that some economists should be much 
more historical, others much more theoretic, in *thcir interests. 
But a complete divorce either of narrative history and descrip- 
tion from the large consideration of cause and effect or of pure 
theory from the conception of historic evolution would seem to 
be equally undesirable. 

I have not concealed my opinion that much of the labour 
that has been devoted to economics in English-speaking countries 
during the last quarter of a century has been less fruitful than 
one could desire, and yet the outlook is more encouraging in many 
respects than ever before — certainly in this country. For look at 
one interesting feature of the present situation. It is only of late 
years that the teaching of economics has begun to be so recog- 
nised and organised in our universities that it can be said to offer 
a career to a young man of ability in the sense in which, for 
instance, chemistry offers a career. 

The triumph of the Kicardians led to the creation of pro- 
fessorships of political economy at Oxford in 1825, at Cambridge 
in 1828, at Dublin in 1832. The two rival London colleges, 
University and King’s, and the Queen’s Colleges in Ireland, fol- 
lowed suit. But until a suiqnlsingly recent date there was no 
real working professorship of political economy in Great Britain 
comparable to the ordinary professorships in any German univer- 
sity — and by “comparable” I mean carrying with it a living 
wage and involving the devotion of the main strength of the 
incumbent to the duties of the chair. The remuneration was in 
most cases absurdly nnadequate ; the appointment at Oxford and 
Cambridge was the sport of election, and was at firf^t made for a 
term of yey-rs ; and it was commonly regarded either as a step- 
ping-stone to a Government appointment or as an appendage and 
assistance to a political career. This was due partly to the place 
which professorial lectures generally then occupied in university 
life. “ Professors’ lectures were considered to be mainly orna- 
mental, and they scarcely formed a part of the real educational 
system.” It was due in part to the then orthodox view of the 
character of the study. “ According to Fawcett,” says Sir 
Leslie Stephen, diplomatically, in tlic biography from which 
I have just quoted, “the leading principles of political 
economy and those which were really valuable were few, 
simple, and therefore capable of an exposition on the 
level of average intelligence.” And the same view was 
held* by most of his contemporaries, both here and in 
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America. The author of the best-known American handbook of 
economics of this perio'd has himself described his scientific 
equipment : I had scarcely read a dozen pages of Bastiat when, 
closing the book, and giving myself to an hour’s reflection, the 
field of political economy in all its outlines and landmarks lay 
before my mind.” In those days the presidency of an American 
college was commonly given to an elderly clergyman, and in the 
choice of teaching duties to be attached to the office the lot 
usually fell upon political economy, because it was the easiest 
subject to get up. 

But to return to Great Britain. It was not till Professor 
Marshall became professor at Cambridge twenty-two years ago 
that either of the older English universities secured in its chair 
of economics an effective head of a living department of university 
study. Meanwhile, certainly, things had been improving else- 
where. At Owens College a chair had been created — or rather 
a half-chair, for political economy was joined with logic — and it 
had been made the most of by Jevons ; and in 1871 another was 
founded at Edinburgh. After 1871 followed a long interval, 
devoid of addition to the scanty number of economic chairs. In 
the middle of the ’eighties, however, came a fresh moving of the 
w^aters : first ill-paid lectureships made their appearance ; and 
then these gradually blossomed out into full professorships. 
Toronto led the w^ay within the Empire in 1888 ; Liverjx)ol and 
Glasgow established professorships in 1891 and 1896; and since 
then Birmingham, Manchester, Leeds, and Bristol, as well as 
Montreal across the sea, have followed the example. The other 
universities and university colleges are, With few exceptions, 
already in the lecturer stage. The professor, where there is one, 
is also usually assisted by a lecturer; two or three graduate 
scholarships have already been created to assist the future 
economist in his earlier steps; and in the Economic Journal, so 
impartially edited by Professor Edgeworth, as well as in the 
Economic RevieiVj both founded in 1891, there is a^medium for 
the publication of scholarly, non-popular work. Economics, in 
short, is beginning to furnish a career. 

This is a condition of things in itself favourable to economic 
studies. It has its draw^backs indeed, and I feel personally and 
painfully enough the dangers of academic life. We must all be 
aware how much we owe to writers unhampered by the duties of 
the professional teacher of economics — to men like Mr. Seebohm, 
Mr. Booth, Mr. Eowntree, Mr. Palgrave, Mr. Webb, Mr. 
‘ Hobson, Mr. Money, and Mr. Welsford, to mention but a few 
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among them. But such non-academic work involves eithef the 
possession of private means or the pursuit of §ome other and 
remunerative occupation, such as journalism. And grateful as 
we must be for all original and stimulating contributions to know- 
ledge, we cannot be so confident, either in the supply of men of 
means with scholarly interests or in the ability of journalists to 
overcome partisan predilection, as to dispense willingly with a 
reasonably large contingent of professed economists within the 
Universities. 

The revival of economic studies in Great Britain of late years 
has been due to the almost unconscious convergence of several 
influences. On the one side has been the growing interest in 
what are called “ social questions,’* and, combined with this, a 
perception of the need for more systematic training for that work 
of municix^al and political administration which is every day 
embracing a larger part of the national activity. It is to motives 
like these that was due the foundation of the London School of 
Economics. Too much credit can scarcely be given to those who, 
whatever their own economic views, had the statesmanlike 
courage to found an institution distinguished from the first by 
the largest impartiality, or to the first director, Mr. He wins, who 
conducted it through the diflicult years of its infancy. Coming 
from another side there has been a realisation of the need for 
systematic training for commercial careers — the conviction to 
which have been due the new Faculties of Commerce at Bir- 
mingham and Manchester, and the new Economics Tripos at 
Cambridge. On this aspect of the recent development, which 
naturally is to me bf primary interest, I shall make only one 
comment — that I am convinced that the study of actual business 
organisation, methods, and conditions is not only desirable for 
the preparation of our future leaders of trade and industry for 
their subsequent careers : though when we consider all that that 
means we can har(Jly over-estimate its importance. It is desir- 
able also for the enlargement and deepening of the purely 
scientific understanding of economic problems. To take but one 
example, the investigation of the modes of life of the working 
classes which we owe to Mr. Booth, to Mr. Eowntree, and more 
lately to Lady Bell, will have little meaning unless we can 
combine it with a study of the situation from the other end, 
from the end of the director of business operations, and can see 
how his policy is shaped, and how it affects the workpeople. 

May I add one concluding observation, and that not, I hope, 
in an unduly controversial spirit? When one looks back on a 
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century of economic teaching and writing, the chief lesson should, 
I feel, be one of caution and modesty, and especially when we 
approach the burning issues of our own day. We economists — 
for, whether we like it or not, we of to-day have to bear the 
sins of our predecessors — we economists have been so often in 
the wrong ! On so very much that had to do with the condition 
of the great body of the people we were for half a century either 
so glaringly mistaken or so annoyingly unsympathetic that even 
to-day a man is ashamed to avow himself an economist in the face 
of an English working-class audience. And on questions of 
trade, how hasty, how superficial, seem now many of the 
opinions so confidently expressed by our predecessors in the days 
of England’s “ industrial supremacy.” In the present jxisition 
of economic theory, moreover, there is everything to deter us 
from dogmatism. There are, it is true, a few elementary pro- 
positions on which all who have given any systematic attention 
to the subject are agreed; but they are so very few, and they 
carry us such a little way ! In various directions in economic 
literature we can find patches of systematised fact and little bits 
of general reasoning which deserve attention. The outlines, 
moreover, of our industrial history are beginning to be unveiled. 
But there is not yet — perhaps there never will.be — a body of 
generally accepted economic doctrine by which every practical 
proposal can at once be tested. As Professor Marshall has truly 
said, ” the science is still almost in its infancy.” Surely we have 
learnt that the time for sweeping generalities has gone by. 

” In the world in which we live ” — the same writer has 
remarked with regard to the fundarnentar question of value — 
“every plaki and simple doctrine ... is necessarily false, and 
the greater the appearance of lucidity which is given to it by 
skilful ex|X)sition the more mischievous it is.” And what is true 
of the foundation is true of the superstructure. Among serious 
economists there is hardly one left who would maintain that 
theory is capable of furnishing a conclusive proof either of the 
wisdom or the unwisdom of free trade under all circumstances. 
Nothing is easier than to adduce a number of theoretic arguments 
on cither side. The right decision in each case must be reached, 
not by abstract reasoning, but by estimating the concrete facts 
and probabilities which give the several arguments their due 
weight. What the Cambridge economist has pointed out so 
forcibly a few months ago with regard to economics at large is 
applicable equally to this particular topic. ‘ ‘ There is a general 
agreement as to the character and directions of the changes which 
various economic forces tend to produce. . . . Much less progress 
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has been made towards the quantitative determination of the rela- 
tive strength of different economic forces.*’ And this, he confesses, 
is the “ higher and more difficult task.” Meanwffiile, it behoves 
each of us to make it clear that, even if he is speaking ex 
cathedra, as people say, he is still speaking in proprid p.ersond, 
v.ith all his limitations a-nd unconscious bias; he is not the 
mouthpiece of Science. 

I venture to lay stress ujx)!! this point, because I am most 
anxious that economists — not as exponents of a unanimous 
doctrine, but as individuals who have given time and thought to 
industrial and commercial affairs — should have their just share in 
guiding national action in the future. In 1840 John Mill startled 
his utilitarian friends by the remark : ” The spirit of philosophy 
in England is rootedly sectarian,” and in ” philosophy ” he in- 
cluded economics. We have seen how the Ricardian school, the 
first phase of economic orthodoxy, was in fact an appendage to 
l^he Liberal party of those days. It would be regrettable if an 
impression grew up to-day that economists still gave up to party 
what was meant for mankind. I recognise, of course, that the 
economist’s present attitude must be affected by his forecast of 
the future. If he thinks that all departure from the present com- 
mercial policy of this country is likely to be permanently staved 
off, then the preservation of a future influence is not an object 
worth considering. But there must be many who, as they look 
around them and reflect upon what other democracies have done 
in our own time, will confess that change is probable, much as 
they may at present be inclined to regret it. And, if so, must 
they not desire th^t the measures on which the country may 
embark should receive as much competent criticism in detail as 
can possibjy be directed upon them? I have always recognised 
that the strongest argument against a policy of preference is that 
it may open the door to forms of protection that are unnecessary 
and undesirable. Only a grave sense of the needs of the nation 
and empire could mduce any of us to be ready to face the risk. 
But the risk could be, and ought to be, minimised by the pressure 
of competent and well-informed criticism of particular measures. 
The excesses of protection, both in the United States and in 
France, have been due, in no small degree, to the extreme doc- 
trinaire attitude of American and French economists, an attitude 
so extreme that the busy, practical world went on its way as 
though they were not. Let us hope that this country will profit 
by the warning, and that her economists will not be put out of 
court at the outset by the justifiable ascription to them from 
eHher side of a disqualifying bias. . W. J. Ashley 



THE RISE AND TENDENCIES OF GERMAN 
TRANSATLANTIC ENTERPRISE 


The year 1907 is memorable as the Centennial of a change in 
the commercial relations between Germany and the United 
Kingdom. At the end of 1806 the members of the “ Hamburg 
Court*’ of the English “Company of Merchant Adventurers” 
had been imprisoned by the French occupants. Seeing that the 
‘ ‘ Continental System ’ ’ would not allow a continuation of their 
trade in 1807, they withdrew from Hamburg. This was the end 
of a settlement that had been established more than 200 years ago, 
after the decay of the Hanseatic League. It had played a most 
important part in transforming the character of the Anglo-German 
commerce, and whilst it had ceased to play an active rdle it had 
remained as a token of a most remarkable development. 

Up to this time the trade relations of the German Empire, 
with the exception of a short period at the end of the eighteenth 
century, had been confined to European countries. Of its ocean 
commerce a very large part was handled by foreigners — English, 
Dutch, French, Scandinavians. 

Before the establishment of the United States, a country 
without colonies had no lawful chance for transatlantic inter- 
course, and tiie small and powerless German territories could not 
take the risk of secretly entering into avenues which might have 
led them into serious conflicts with the strong colonial Powers. 

The era of revolutionary wars consummated a most remark- 
able change ; and by the last quinquennium of the eighteenth 
century the Hanse Towns, politically inoffensive in consequence 
of their smallness and neutrality, had become the chief marts for 
colonial wares, brought thither directly in foreign as well as in 
German bottoms. At the same time, the occupation of Amster- 
dam by the French and the suspension of cash payments by the 
Bank of England made Hamburg, with its famous bank, the 
centre of international exchanges. The residents of the small 
and conservative German harbour were surprised and somewhat 
^Qvercome by the unexpected development, and by the sequence of 
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a series of booms and crises which ensued between 17*93 and 
1806. The downfall of this year demonstrated the artificial 
character of this hot-house development ; the Cofitinental System 
and the blockade of the seven years preceding Napoleon’s down- 
fall put an almost complete stop to all kinds of maritime com- 
merce on the German coast. The fear arose that even the old 
commercial position was lost for ever. 

But as the former hopes, so now the present fears proved to 
be exaggerated. Slowly the wheels of commerce were started 
again after 1815, and it soon became apparent that some of the 
changes brought about by the turbulent period would prove to be 
permanently beneficial. The year 1808 had given independence 
to Brazil. Between 1810 and 1830 Spanish America won its 
freedom, lliis opened almost all of America to the free traffic 
of the world, and, full of new hope and enterprise, German 
merchants, especially of the Hanse Towns, were not slow to 
avail themselves of these opportunities. 

Commercial firms emigrated to all countries of the Western 
Hemisphere. One hundred and eighty German firms alone were 
counted in the United States after 1840. Scores of them 
acquired an important position all the way from Mexico to Chile 
and the Kiver La Plata. About this same time a number of 
German merchants gained a hand in the Eastern trade. The 
revocation of the monopoly of the East India Company in 1815 
had created limited opportunities for competition in its domain ; 
in the ’twenties, German ships found access to the Chinese trade. 
A third im{X)rtant impetus ensued in the abolition of the colonial 
systems of almost all countries, following the English precedent 
at the middle of the century. The assertion of^Soetbeer, the 
well-known economist, now covered the whole world : “ Through 
the liberation of the larger part of America from colonial ties 
Germany, so to speak, was endowed with colonies, and Hamburg 
was now enabled to win an independent share in the world’s 
commerce#” * 

The American policy of reciprocity in shipping and the abro- 
gation of navigation laws in the leading countries favoured still 
further the rise of shi^^ping interests in some German States; 
their trade in the ’fifties extended to Australasia and along the 
African coast, so that before the establishment of the Empire there 
was to be found a certain amount of German trade with almost 
all countries of the world. 

It was not German traflSc though ; there was not a German 
flag; it was carried on under the respective flags of Hamburg, 
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Bremen, Liibeck, Prussia, Mecklenburg, Oldenburg, and 
Hanover, &c., until, in 1867, these, were replaced by the ensign 
of the North German Union and by the flag of the German 
Empire in 1871. Moreover, the trade was not completely 
German. German firms, established abroad, transacted a large 
percentage of their business, not with Germany, but with other 
countries ; for instance, German houses sent coffee from Brazil to 
New York or Havre and supplied the Brazilian market with 
cottons from Manchester, silks from Lyons, cutlery from Sheffield, 
and matches from Sweden. And, further, it was not wholly 
German in this respect, that a large share of the business was 
carried on with foreign banking facilities, under foreign in- 
surance, and, to a great extent, in foreign bottoms. 

Germans from various German States were thus busy traders 
over the world, but they represented, more or less, local interests ; 
they were not agents of a national trade, as there was not a 
German nation to represent ; they were not representatives of 
large exporting fndustries, as there were practically no large 
industries with strong exporting interests, with the possible 
exception of the old-established and powerful linen industry. 
Germany was an exporter of agricultural products which went 
chiefly to England from the Baltic j)orts of Prussia. Exports of 
manufactured articles were very limited. Of the latter, a con- 
siderable share went to the transatlantic countries through 
England, which also was the first hand and medium for a large 
part of Germany’s imports of tropical and sub-tropical products. 

Nevertheless, it would be a mistake to underrate the fact that 
hundreds of German merchants and bankers thrived in trans- 
atlantic countries, and that the Germans had become accustomed 
to send their ships regularly to the farthest parts of the world. 
‘‘Without the old foundation, laid chiefly under Hanseatic 
flags,” says an article in the thirteenth volume of the publica- 
tions of the Hamburg Geographical Society, “Germany would 
not possess to-day the transoceanic trade which she now has.” 

The eighth decade of the nineteenth century marks the turn- 
ing-point not only in German political history, but also in the 
economic development of the country. What was initiated by 
the Zollvercin in 1834 on economic lines, a national union, was 
now politically consummated. The re-occupation of two lost pro- 
vinces from France strengthened the economic ‘activities of the 
new Empire. At about this same time the country reached a 
point in the growth of its population that was not less momentous 
than these events. At the beginning of the century there lived 
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on the soil of the present Empire little more than twenty .million 
people. In 1871 their number increased to about forty-one 
millions. This was a stage of saturation that, tf generation ago, 
Friedrich List had pointed out as the possible limit of density 
of population for a self-sustaining Germany. The further increase 
at once led to its transition from a grain-exporting to a grain- 
importing country. This was a landmark in Germany’s foreign 
situation. From this time Germany had but to choose between 

the importation of food-stulfs and other necessities, or the exporta- 
tion of hundreds of thousands of her people. Whilst emigration 
for a time seemed to bid fair to assist in the solution of the 
problem, it reached its height with more than 220,000 emigrants 
in 1882, and has fallen off ever since. It runs between 20,000 and 
40,000 a year at present. On the other hand, there has been an 
ever-increasing excess of agricultural importations, and to-day 20 
per cent, of the population of the country feed on foreign-grown 
i'ood-stulfs, whilst more than 90 jxii- cent, of the raw material for 
clothing comes from abroad, and an increasing number of 
imported “ stimulants ” which have in former times been con- 
sidered as luxuries have now become gootls of regular consump- 
tion by the masses, risen gradually to a higher standard of life. 

Whilst in. England at the end of the eighteenth or early in the 
nineteenth century the engine of capitalistic enterprise was 
started by the entrepreneur , who desired to make England the 
chief exporter of the wnrld, to establish the wealth and ^Kiwerof his 
social class ; whilst it was the exporting interest that transformed 
the social fabric of England and enabled the country to support 
a rapidly rising pepulation ; it was the iniporting interests of 
Germany, the necessity of feeding and emidoying^a grown popu- 
lation, w'bich compelled Germany to intensify her foreign activi- 
ties. It took more than twenty years for the world, yes, even for 
Germany herself, to realise the meaning of the change. Never 
before had the interior and southern parts of the country known 
what “ sCa interests” could mean for them. One had been accus- 
tomed to consider, transoceanic enterprise as the private domain 
of the sea-coast population who were looked at as half foreigners 
—English agents with an un-German mercantile spirit, difficult 
to classify in the hierarchy of civil and military interests. Now 
the people at large became aware that the cotton crops of North 
America, India, and Egypt, the wheat, maize, and rice supply of 
these countries, of Eussia, the Argentine Eepublie, &c., the com- 
mercial situation in America or Australia, and the resulting demand 
for steel and hardware, textiles and chemicals, had an immediajte 
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effeqt .upon the well-being of the inhabitants of Stuttgart and 
Miinchen, Liepzig and Niirnberg, Breslau and Essen; and the 
looks of transatlantic crops and international markets could exor- 
cise a stronger influence upon the econotnic good of German work- 
ing-men and manufacturers than the look of their Grand Duke or 
local administrative authority. 

The development itself has in no sense been artificial, nor the 
product of governmental interference, as has been often stated 
abroad. Up to a very recent date the great majority of German 
officials, trained in the views of a provincial or continental stand- 
point, have looked upon the new development with a spirit of 
dissatisfaction, if not suspicion. Seafaring interests were some- 
thing too antagonistic to their beloved methods of local regula- 
tion ; and still to-day there are lively complaints going on 
amongst merchants and manufacturers that their interests are 
not properly cherished by certain classes of governmental officials. 
The German Empire has neither an independent Board of Trade 
nor a Ministry of Commerce and Navigation. Increasing attacks 
are directed by importers and exporters against its consular 
service ; and the methods are vigorously denounced by which 
officials are trained for positions concerned with industrial and 
mercantile questions. It is the spread of the mercantile spirit 
of the coasting districts, imported, I dare say, to a large extent 
from England, and raised to a high standard by its touch with 
the achievements of German technological science and training, 
that has produced new types and classes of “ captains of 
industry,” merchant princes, and leaders of pow^crful stock com- 
panies who are able to handle the great volume of modern 

German trade. 

< 

The German nation is very young and unaccustomed to judge 
questions of international and inter-continental bearing. It was a 
difficult task to educate it to a realisation of the fact that its 
inner and the external situation were undergoing a rapid change. 
Strong and powerful words have been used, after the fashion, by 
the way, of English and American political campaigns, to bring 
about the necessary transformation of thinking. 

During the first thirty-five years of its existence the foreign 
commerce of the Empire rose from £300,000,000 in 1872 to 
nearly £750,000.000 in 1906. Imports increased from £175,000,000 
to £425,000,000, and exports from £125,000,000 to £325,000,000 
This means an increase in foreign trade of 160 per 
cent., whilst the population has risen during the same period by 
20,750,000, i.e., less than 60 per cent. Foreign commerce, there- 
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fore, means something different to the Germany of to-day from 
what it did before the establishment of the Empire. 

In this same time the steamers of the comniercial fleet of 
the Empire rose from 100,0*00 to 1,900,000 tons, whilst the sailiflg 
ships decreased from 900,000 to less than 500,000 tons, so that the 
carrying capacity was increased from 1,200,000 to more than 
8,000,000 tons. Of the German foreign commerce an increasing 
share, as is quite natural, is maritime commerce. Three- 
fourths of the imports come and two-thirds go by sea, and of 
these an increasing part is transacted with foreign continents. 
These, in 1906, sent £160,000,000 of merchandise as compared 
with £240,000,000, from Europe, and received £87,500,000 com- 
pared with £233,300,000 taken up by Europe. 

The German balance of trade has become increasingly 
negative; wliilst the difference amounted to £50,000,000 half a 
generation ago, it has risen to £100,000,000 to-day, and it rests 
almost entirely upon the difl'erences in the trade with foreign 
continents that supply food-stufis and raw materials. To 
English readers it is quite plain how this difference may be made 
up. It is by the income from foreign shipping, insurance, 
banking, and investments in foreign enterprise and foreign stocks 
and bonds. Kecent investigations have shown that, whilst 
perhaps £20,000,000 are derived from shipping, the rest of the 
negative balance is made up by income from investments abroad 
that are figured at something like 1^- milliard |X)unds. 
A careful review seems to prove that whilst the - valua- 
tion of German colonial enterprise at the present hour cannot 
yet be put higher than £50,000,000, investments in the bonds 
and stocks of foreign transoceanic countries, inclryding Turkey, 
amount to. £200, 000 ,000 out of a total of £800,000,000 of German 
foreign investments in securities ; whilst the value of the property 
of German citizens living abroad and German investments in 
transoceanic undertakings, including Turkey, may be put at about 
£450,000,(JD0. The*total of investments in foreign continents 
represents the smalter half, but no doubt the most productive part 
of German foreign investments. Without this and the chances 
for its extension, Germany could not hope to support her con- 
gested population within her present boundaries without a 
disturbance of either the social peace within or tli^i international 
political peace. 

The number of Germans in foreign countries, outside of the 
United States and Australia, who have preserved their citizen- 
ship may be put at 600,000. Of these less than 76,000 to 80,000 
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live in- transoceanic countries — small figures compared with the 
fact that the number of emigrants lost by Germany during the 
nineteenth century, with their descendants, amounts to not less 
than •25,00b,000. This w^ould seem ap fatal loss but for the fact 
that the remaining population of the country has, nevertheless, 
increased during the century from 20,000,000 to more than 
6.0,000,000. On the other hand, valuable connections have been 
preserved by emigrants with the mother country, and the pro- 
ceeds of the income of the work of Germans abroad form a most 
valuable contribution to the national income. 

It is worth while to look at the position which the British 
Empire holds in Germany’s outdoor traffic. A considerable 
change has, no doubt, taken place. The position formerly held 
by England as the exporter of raw products from, and the 
importer of manufactured articles into Germany, as the chief 
middleman and carrier of her transatlantic trade, and as her 
banker and moneylender, does not exist any longer. To a con- 
siderable extent German transatlantic commerce has become 
independent of the services of the middleman. This is the same 
phenomenon which in many instances to-day connects the manu- 
facturer in the interior towns of England or Germany with the 
transatlantic producer and consumer directly, with the cutting 
out of the middleman in Livcirpool or Hamburg and in trans- 
atlantic seaports. The increasing capital in the hands of 
German bankers has in many cases enabled her merchants to 
dispense with foreign credits. There are times now when more 
German capital seeks employment in the London markets than 
English credit is bid for by German tradesmen. 

Large amounts of high-grade manufactured goods still go 
from English centres of industry to Germany, but a large share 
of her British imports to-day consists of half-finished goods and 
raw materials, and from Greater Britain she receives imports of 
the same character and food-stuffs, whilst her exports to the 
British Empire are composed of raw materials, half-finished 
goods, and manufactures. 

The British Empire is no longer paramount, yet it leads in 
German commerce to-day as ever, in spite of all these changes. 
In 1906 it supplied more than 18 j>er cent, of German imports, 
£74,000, OCX), of which £41,000,000 came from the British Isles, 
whilst it took a little over 20 i^er cent, of German exports, 
namely, £65,000,000, of which £53,000,000 went to the British 
Isles. It is characteristic that Germany sent an excess, of 
£12,000,000 to England, whilst she received an excess of 
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£21,000,000 from British colonies. The German balance of 
trade is positive with the British Isles ; it is negative with the 
whole of the British Empire. 

The whole developmeni^ seems to show that in more than one 
respect, on the ocean of modern economic conditions, England 
and Germany are sailing in the same boat. This explains why 
many of their interests lie in the same direction, whilst there 
may be sometimes a certain antagonism as to the position they 
hold in respect to the accommodation available in this vessel. 
Both have to supply an increasing population with material for 
work and food, partly obtained through imports, and have to paj 
with the results of the labour of their citizens, partly in the 
form of exports of merchandise, partly through the proceeds of 
former exports invested abroad. It would seem to be a compara- 
tively simple matter when comparing the size of the world 
with England and Germany and their populations respectively, 
but for the fact that a majority of the imports required by each 
of them belong to the domain of decreasing returns, whilst a 
majority of their exports come from the domain of increasing 
returns. Considering the fact that other countries, such as Bel- 
gium, Holland, Japan, and sometimes France, live in a somewhat 
similar state to these two countries, and that the United States 
ere long will also start a l>olicy of heavy industrial exports, and 
considering further that many other a)untries to-day, even 
tropical and sub-tropical States, are trying to establish modern 
industries of their owui and profess their intention to manufac- 
ture at home their raw materials, the forecast of the future 
becomes complicate?!. German economic thought of late has, 
in consequence of these considerations, paid mor(i attention to 
the question of foreign investments, as it will prove more and 
more difficult to find an adequate outlet for certain exports of 
internationally competing industries. 

I do not need to discuss here the standpoint taken by English 
economists* in regard to their similar problems. The question 
of international competition in exports is surely an important 
one between certain industries of the two countries. It will 
become much more important, though, in respect to the rising 
industries of other, chiefly the transatlantic countries. 

On the theory of the case we have qurt^j a numbeu 

of learned contributions on either side in Germany, by 

Oldenberg, Wagner, Pohle, Evert, Dietzel, Huber, Gothein, 
&c. . The problems involved surely offer the perspective 
for the whole industrial situation of the twenty-lirsi 
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century world. I shall attempt to show, though, that for 
Germany only part of her problems are transoceanic ; whilst 
another large part will always be continental. For England all 
commerce is transoceanic and must become increasingly so. 
For Germany an extended transatlantic commerce is vital, but 
£155,000,000, about 40 per cent, of her imports, come from, and 
£138,000,000, more than 40 per cent, of her exports, go to her 
immediate neighbours on the Continent. Her capital invest- 
ments on the Continent are larger than over the seas — 
£300,000,000 or more in Eussia alone. One centre of her com- 
mercial policy must always lie near the continental problems ; 
her geographical situation compels her to face continental neigh- 
bours on throe sides of lier boundaries and the sea on the fourth. 

As we have seen, in Germany’s maritime commercial 
relations, the British Empire ranks foremost. It is further to be 
noticed that the three foremost commercial Powers of the world — 
England, Germany, and the United States — are at the same time 
the largest suppliers to and the best customers of each other. 
This shows more plainly still how the nations are in the same boat. 

The mutual trade represents an overwhelming interest ; it 
may be added that the internal well-being of each nation is most 
important for the others in consequence of modern industrial 
conditions. A flourishing home market means power of consump- 
tion. A depression necessarily means the throwing of industrial 
products on the world’s markets. This is one of the intrinsics 
of machine production. A crisis in the United States would 
mean a double bar to German transatlantic enterprise by nar- 
rowing the markets in the great Kepublic and increasing 
American corgipetition in South America and Eastern Asia, if not 
in Europe itself. A breakdown of American prosperity might 
bring American steel to Essen and Solingen and American coal 
to Newcastle. 

I trust I have explained how the development of German 
maritime enterprise over the seas was the product of natural 
tendencies, of questions of population, and the social well-being 
of the masses ; it was not the consequence of artificial inter- 
ference or of unsound thirst for adventure. It remains to say a 
few words about the special methods that prevail at present. 

We very qften are told that besides governmental assistance, 
advice and even interference, the rise of this neW notion of “ sea 
interests ” is due to the protective tariff, the Government rail- 
ways, shipping subsidies, and that special form of trusts called 
1* Kartells.’* 

As to the tariff, I beg most emphatically to disagree with the 
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view that this is entirely useful to-day for German transatlantic 
enterprise. I am not a free trader, and I was able to convince 
myself that protection twenty-five years ago did much to nourish 
weak infant industries. }?ut as conditions stand to-day many 
German industries could do much better if free trade prevailed. 
They could hold their own at home and export more cheaply but 
for the needs of agricultural protection for the country. An 
abolition of agricultural protection would most seriously inter- 
fere with the well-being of German agriculture and the agricul- 
tural iX)pulation , which to-day still counts in its ranks more than 
20,000,000 people, and so it would directly hurt the population 
at large. It would not only damage the consumptive capacity of 
millions, but would quickly bring the country to a situation 
w^bere it would have to fall back on gigantic agricultural imports. 
This, again, for the continental country would bring about a 
much unsafer situation than for England, with her avenues of 
commerce ever open under the protection of her fleet. 

Agricultural protection from the standpoint of transatlantic 
interest is an unavoidable evil that carries in its train the con- 
tinuation of a moderate industrial protection. 

As to transportation, Germany, no doubt, has a good and 
effective system of railways and waterways. Manufacturers and 
exporters, though accustomed to complain wherever it is possible, 
will usually admit that it is decently managed. They have been 
greatly assisted, too, by the existence of good navigable water- 
ways like the w^aterw\‘iys of the Khine, Weser, Elbe, Oder, &c., 
that go down from the industrial centres to the sea, and which 
have taken a prominent part in keeping the railw^ay rates down. 
The general statement that German rates to the sea-coast are 
specially arranged for the pushing of exports very often leaves 
this fact out of consideration, and, besides, it mistakes for a pro- 
motion of the exjx)rting interest those tendencies which aim only 
to lead German exports to German seaports instead of to the 
outlying foi'cign hsarbours of Antwerp and Kotterdam on the 
Scheld and Ehine.^ I may add it would surely seem to be a 
most redeeming feature of European life if a state-railway system, 
burdened with all th« red-tape of bureaucratic management , were 
able to make its arrangements more beneficial to the trade of 
its country than the privately managed railway systems of 
America and England, and, nevertheless, earn a respectable and 
increasing surplus on the investment every year. 

As to German shipping, considerable in itself, though small 
as cfbmpared with the still five times larger fleet of England, ij 
No, 68.~V0L. XVII. N N 
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may, be noticed that this brings ns nearer the real points. All 
German shipping is private enterprise, Only for the service to 
the Far East alnid Africa do German companies receive postal 
subsidies; one of them, the North Gterman Lloyd, claims that 
even this has been a doubtful present. All the rest has been 
developed independently by the sons of the Hanse Towns. Surely 
this is an evidence of a special talent at organisation proved 
centuries ago in the Hanseatic League, suppressed systematically 
for centuries by the political decadence of the old Empire, but 
not killed. It now has witnessed a revival. 

And this leads to the last point — the question of organisation 
at large. A careful review of the activities of German enterprise 
over the seas will show its predominating importance. It 
is not through the agencies of the German Kartells 
that foreign enterprise rose or flourishes to-day. They have 
done much to strengthen German industry within the country. 
Some of them have attempted to develop an exporting policy, but 
for the large majority all interest centres almost absolutely on the 
internal market, and even to the rest exportation is only a side 
issue. As history shows, transatlantic enterprise was built up 
by individual merchants and exporting manufacturers. A few 
representatives of Kartells recently began to appear in foreign 
countries. 

Professor Sombart and myself, upon careful investigation at 
the end of the ’nineties, found independently that the internal 
market had developed much more rapidly than exports in Ger- 
many, and the same tendency still obtains. No doubt, in times 
of crises Kartells will “ dump ” ; but they will do this not more, 
and in normal times will do it less than any large manufacturer 
who needs a quick realisation of his stock on hand. It may be 
different with a ‘ ‘ trust ’ ’ which can develop a more uniform 
policy of sales, but to this state very few German industries have 
risen. 

It is a well-know’n fact that manufacturers who have the 
safety of selling a certain amount at home at remunerative prices 
avail themselves of the freedom of exporting a surplus as cheaply 
as possible. Evidences of this are neither novel nor peculiar to 
Germany, but are well-known emanations of modern machine- 
produced econqjnic conditions. 

But in two respects surely German talent of organisation has 
helped a good deal to pull up in the great international race. On 
the one hand the training in well-organised action given in the 
^hools, the army, the technological schools, &c., of the country 
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has proved very helpful; though this also carries with it -some 
dangers wherever individual activity is essential to foreign 
success. On the other hand, great assistance has been given in 
recent years to an exteniion of capitalistic enterprise by the 
extension of concentration in banking that has enabled the 
German business world to give a quicker rotation to its capital, 
small as this may be compared to the per capita wealth .of 
England and France. Here, too, it is surely not Government 
assistance that has brought about the result ; it is a well-known 
fact that the mistaken ‘ ‘ Borsengesctz ’ ’ has created general 
hostility among the banking fraternity, who justly claim that it 
direfully interferes with the sound development of the Gennan 
money market at large, and especially with the foreign department 
of our Stock Exchanges. This law was a product of that govern- 
mentalism and agrarian hostility against capitalism and oceanic 
commerce which 1 mentioned before. From this source sprang 
,a method of taxation of Stock Exchange transactions and securi- 
ties that has kept many foreign securities out of German markets. 
Those that had lost money in foreign investments cried fraud ; 
those that had made money wisely held their tongues. The 
situation was made use of by such as did not want to see 
foreign capitalistic interests grow too strong. The result was not 
in every respect quite what was expected. The strengthening of 
the strongest and most concentrated financial bodies, the large 
banks, could not be checked. They were able to swallow smaller 
interests and then to lend their assistance to the i^rornotion of 
foreign enterprise. The old German |)rivate banker was 
swallowed up by large concerns, and this extended to German 
bankers abroad — German bankers in transatlantic places 
awoke to find at their door a branch of one of the 
ten or eleven German transatlantic banks which, on 
their part, are organs of the large German home banks in 
Berlin. They had to choose between a fierce competition against 
many odds?, and complete submission, which ended in absorption 
or the re-modelling of their business into an agency of Central 
Banks. In this line also Germany has not reached by a long way 
what English foreign and colonial banks were able to obtain, but 
it has been a most useful help to German capitalistic growth 
nevertheless. 

To sum the* whole argument : Germany has developed con- 
siderable interests beyond the seas. They are vital for the pre- 
servation of the home status. She has beennible to build them 
Bp With the help of her good schools and scientific institutions, 

N N 2 
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enterprising sons, a good talent for industrial organisation at 
home, and a good system of trans^fdlftation there and abroad. 
We may add a t'alent for languages and adaptation to the habits 
and wants of foreign countries, a re-awakening of the adventur- 
ous spirit of the seafaring sons of the Hanseatic League. And 
we may further add a removal of many of the hindrances that 
the political disunion and an unfortunate system of territorial 
government had for centuries thrbwn in the way of all attempts 
at an economic revival. The year 1871 brought, with the estab- 
lishment of the Empire, a political system more appropriate to 
the requirements of modern economic structure. 

It has been more by the removal of a number of hindrances 
than by positive assistance from the Government that the 
present position in international enterprise has been attained. 
Practical men were not led into this by fantastic ideas of world 
power, but by plain considerations of the economic and social 
requirements of the resurrected nation. It ought to be noticed, 
that all these interests are considerable to-day ; nevertheless, 
they are widely surpassed by England. They have been much 
spoken of within the last twenty years, because in many regions 
they represented something novel, and parties that were met by 
their competition cried out against them, whilst those to whom 
their appearance proved useful remained quiet. When, in 
Germany , a political cornpaign was started to turn the 
people’s attention towards these new interests, they were shown 
to them, of course, through a magnifying glass; and the world 
or the competitors pretended to believe this to be the real size 
of the picture. Germany had to make up ‘something on the 
ocean, and, J think, she has done it in a measure nearly 
sufficient to the requirements of her economic condition. If she 
can feel sure of that final basis of Pitt’s statesmanship — safety 
— she has attained a state of relative saturation in maritime 
matters; there is no reason why in commerce or shipping 
or transatlantic investments she should proceed*" more rapidly than 
England. 

Germany has a future on the water, and she must have it 
for the reasons which I have elaborated. This future and her 
coast-line must be protected and kept open, and, therefore, she 
had to establig^ that insurance institution for marine values — a 
strong fleet. But her geographical situation Will, under the 
assumption that she is safe in this one vital respect, always put 
before her a number of other questions of a no less vital 
eharacter. Germany is surrounded by other countries witft a 
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dense population, the majority of them different in nationality. 
Whilst in the South France has lost a good deal of her aggres- 
siveness in consequence of the retarding increase in her population, 
in the East a strong pressure has risen from the Polish quarters, a 
revival of the almost never-ceasing tendencies of “ migration to 
the West ” that has filled the history of the last sixteen centuries. 
The fact is most momentous, that not beyond the frontiers, but 
in Prussia, the Polish question lifts its head and Slavic tribes 
attempt to reconquer the old settled German soil of Silesia; yes, 
even the two provinces of Prussia and parts of Pomerania. 
Whilst hundreds of thousands of emigrants have left Germany 
for over-sea lands, tens of thousands of Polish agricultural 
labourers must be imported yearly to do the work on the estates 
and farms of Eastern and Central Germany. The rise of the 
Slavic w^ave is also proved by the fact that thousands of the 
inhabitants of old German scdtl^inents in Bussia remigrate to 
^and through their forefathers’ country. These and some other 
considerations will require the most careful treatment of 
Eastern frontier questions by German statesmen in the imme- 
diate future ; and for generations to come it will require all the 
national energy and power of population of the people of 
Germany to stem that tide. 

Germany must attempt to increase her transatlantic enter- 
prise noi'inally, to develop the productiveness of her colonies 
along the lines of tropical and sub-tropical raw production, and 
the searching for mining treasures, and the consumptive capacity 
of the native inhabitants. She must show the flag of her 
merchantmen in all ports of the globe, and must be able to 
protect it as well as the population of her coasts. But the 
jx)licy of Germany will for ever be primarily connected with 
continental issues. Only with the assistance of her sea interests 
will she be able to support herself and follow her vocation ; the 
innermost destiny of the country, though, will always be inter- 
woven with contiaental problems. 


E. VON Halle 



ECONOMIC THEORY AND PROPOSALS FOR A 
LEGAL MINIMUM WAGE 


The place of pure theory in the discussion of proposals to estab- 
lish a minimum wage may not bo very extensive, but it is clearly 
marked. Much of the argument now being urged in favour of 
the proposals consists of novel economic doctrines, such as that of 
“parasitic trades,” which need to be examined. Beyond this, 
theory suggests the issues upon w^hich light is needed, and helps 
us to realise what is important and what is unimportant in the 
experiments in Australasia. 

Advocates of a legal minimum wage suggest two lines of 
policy. The first is to deal with each trade separately, the system 
adopted in Victoria.* A number of the sweated trades are picked 
out and wages boards established for each. These boards deter- 
mine the minimum wage for each trade, after considering its 
special conditions. Hence there may be a different minimum for 
different trades. There is, however, a second method, advocated 
by Mr. and Mrs. Webb in their Industrial Democracy. This is 
to enact a general minimum wage determined by physiological 
considerations. The wage is to be enforced njjt only on a certain 
group of trades, but on all trades without distinction, as are the 
minimum reqtlirements of the Factory Acts. 

Beginning our inquiry by examining the first case, we will 
attempt to analyse the results of fixing a minimum in any trade 
or group of trades. We may assume for the present that the 
efficiency of both wage-earners and employers, is the ^ame both 
before and after the enactment of the minimum. Considerations 
arising from the possibility that the enactment will cause a 
change in their industrial character we will }X)stpone until later. 

If the minimum is no higher than the wage of the lowest paid 
workers would have been without a minimum, it obviously has 
no effect. If ii is higher, the increased wage must come from 
somewhere. There seem to be three possible sources from which 
it may be derived :~-(l) A fall in the wages of the more highly 
paid labourers ; (2) an increase in the price of tho commodity ; 
(3) a fall in profits. The least likely source has been mentioned 
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first in order to deal with it before proceeding to morejengthy 
discussions. If the wages of the more highly paid labouV are 
reduced, the supply in the trade is likely to be less than would 
otherwise have been the qp-se, and this decrease in its supply ^ill 
tend to force its wages up again. But we may go even further, 
and say that not only will its wages be as high as before , but that 
the probability is that they will be higher. The immediate result 
will probably be an attempt on the part of employers to recoup the 
loss on those hitherto earning less than the minimum, by cutting 
down the wages of those hitherto earning more. But in the long 
run, what will be the effect on the demand for the more highly 
skilled labour? We have to take into account the Law of Sub- 
stitution.” When the same results can be obtained by different 
methods, the methods most likely to survive are those which are 
most efficient in proportion to their cost. If, then, the cost of 
any one method is raised, the tendency is for a competing method 
to take its place. In the sweated trades there seems to be a very 
real competition between highly skilled labour, low skilled labour, 
and machinery. For example, in the clothing trade the competi- 
tion betw^een factories, small workshops, and home work seems to 
resolve itself largely into a competition betw^een fairly highly 
paid labour using much machinery and lower paid labour using 
less machinery. It seems probable, therefore, that an increase 
in the cost of the less skilled labour will stimulate the use of 
machinery and of more highly skilled labour. We will follow 
out later the results of the increase in the demand for machinery. 
At present w^e are only concerned to point out that the increased 
demand for the miore highly skilled labour will tend to raise and 
not to lower its wages. There is therefore no reason to suppose 
that any. rise in the w^ages of those who may benefit from a mini- 
mum wage is likely to come from the wages of those more highly 
paid. 

Turning now to the second possible source, the price of the 
commodity may fee raised to a point which will cover the increased 
wage. But the effect of a rise in the price of a commodity is to 
diminish the demand for it. Mr. and Mrs. Webb, indeed, in 
their Industrial De'nwcracy , dispute this conclusion on the grounds 
that it may well be that, rather than go without the particular 
commodity produced, the community would willijigly pay more for 
it” (Industritil Democracy , Yo\. II., p. 779), “This statement 
may have one of two meanings. It may be read to suggest that 
the demand for the commodity may be as great after the rise 
in price as before. This is indeed theoretically possible if, we 
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imagin^ that the commodity is one for which the demand is per- 
fectly inelastic. The argument therefore depends upon the proof 
that the trades under consideration happen to possess this unique 
peculiarity ; but this proof is not givei\. On the other hand, the 
statement that the community will not go without the commodity 
may merely mean that they will still want some of it. In this 
case, we need scarcely point out that this does not affect the 
conclusion that they will want less of it. 

We may expect, then, that a rise in the price of the commodity 
will lead to a decrease in the demand for it. This means that 
a certain amount of the labour and capital hitherto employed in 
the production of the commodity must seek other occupations. 
But this is likely to involve both the labourers and employers in a 
loss. Employers and labourers were presumably occupied where, 
with such choice as they had, they thought they would do the 
best for themselves. They had not considered it worth their 
while to seek other occupations of their own accord. They are 
forced to do what in their own interests they had hitherto re- 
frained from doing. It is no kindness to the workers in a trade to 
merely turn them out of it. 

It was said that ‘ ‘ a certain amount of labour and capital must 
seek other occupations.’' But what amount? This cannot be 
predicted. The answer depends on the character of the demand 
for the productions of the trade affected. If the demand for 
them is very inelastic, so that a rise in their price leads to only 
a slight fall in demand, the amount of labour and capital displaced 
will be small. On the other hand, if a rise in price is followed 
by a considerable decrease in demand, a great deal of labour and 
capital must be forced out of the trade. We can only say that 
the labour andf capital which will have to seek other occupations 
are indefinite in amount. 

These results can be made clear by comparing them with those 
of certain devices sometimes adopted by trade unions. Most 
economists nowadays pronounce in favour of trade unionism, but 
there is one method which they unanimously condemn — the 
device of restriction of numbers. Groups of workmen who raise 
their wages by placing unnecessary difficulties in the way of 
those who wish to enter the trade have been described as ‘ ‘ selfish 
oligarchies.” Tjaeir increase of wages is only secured by inflict- 
ing on their fellow- workmen in other trades a loss greater thap 
their own gain. This policy, however, may be carried out in two 
ways, one less obvious but just as powerful as the other. The 
first method is, either by direct limitation of apprentices or some 
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other similar means to ensure without disguise that only a certain 
number of men shall enter the trade. But the second method is 
indirect, and consists in merely insisting on a standard rate con- 
siderably above the levej which would be determined by 
free competition. This is just as effective as the first plan. The 
amount of labour which can enter the trade is strictly limited, for, 
if more than a certain supply were to enter, wages would fall below 
the limit enforced. We know that it is only in exceptional cases 
that a Trade Union can make use of this device. The pressure 
of labour into the trade is so strong that the union is not often 
powerful enough to enforce the stringent restriction necessary. 
If, however, we imagine its power to be so great that it can 
maintain the artificial wage without difficulty, we reach the posi- 
tion of the trades guarded by a legal minimum wage. It is the 
same as if they were dominated by trade unions which main- 
tained the device of restriction of numbers with a stringency equal 
Jio the force of law. 

Such, then, are the eventual effects, if the increased wage 
comes from an increase of price. There still remains the third 
possible source. The rise in wages may be secured at the expense 
of profits. Again, however, we must look at ultimate results. If 
the profits in these trades are diminished, property and business 
management which would otherwise have sCught these trades 
will prefer more remunerative employment. This result may not, 
indeed, follow if the trades in which the minimum is enforced form 
a non-competing group, so that the supply of capital and business 
management in them does not depend on the profits which they 
obtain. We are n»t, however, aw^are that any advocate of the 
minimum w^age has ever asserted that these pecuhar conditions 
prevail. If, then, this }X)ssibility be passed over, the final result 
of a fall in profits will be the same as that which we have seen 
to follow from a rise in price. By diverting property and busi- 
ness management away from an industry, we decrease the supply 
of the corAmoditie^ produced by the industry and we decrease 
the demand for l[^our in it. Hence the labour in its turn is 
diverted to other trades. Thus we are back in our former posi- 
tion, A certain amount of capital, business management, and 
labour are forced away from the trade which they chose for them- 
selves, and are compelled to seek employment elsewhere where 
their net product and remuneration are lower. 

We now come to consider the second line of policy, that of a 
general minimum imposed on all trades together. The 
same result can eventually be reached by the first method, 
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When every industry in which wages are below a certain minimum 
is brought within the operation of a wages board, as is happening 
in Victoria, the minimum wage gradually becomes universal. 
Similarly a system of compulsory arbitration, as in New Zealand, 
has the same effect, if the workers in the ill-paid trade appeal 
for arbitration , and the court in each case fixes the lowest wages 
at a certain minimum. 

No lengthy discussion is needed to trace the results which now 
follow. In all the cases which we have hitherto examined, the 
labour displaced by the enactment of a minimum wage found 
employment at a still lower wage than before in industries to 
which the enactment did not apply. Now, however, this resource 
is shut off, for it may not accept employment anywhere at less 
than the minimum wage. It must therefore remain out of em- 
ployment altogether. 

The verdict of theory is, up to this point, evident. It cannot 
be regarded as necessarily hostile to the proposals. It merely 
states that, since the enactment of a minimum wage involves the 
possibility of creating a class prevented by the State from obtain- 
ing employment, we are led on to questions of quite a different 
character, and that the problem of dealing with this class must 
be regarded as an integral part of the discussion. 

We come now to the doctrine of “ parasitic trades,” which is 
briefly as follows : — If the community were to give an annual 
bounty to all the employers in a certain industry it would be 
enabled to outstrip its rivals. The employers would gain an 
advantage analogous to a bounty if they obtained labour without 
being required to pay for it. Now, wheneve'" employers hire men 
or women at a wage below full subsistence level they do obtain 
such a supply of unpaid labour force. Hence the trade is “para- 
sitic ” in the same sense as a trade dependent upon a bounty. If, 
therefore, in the one case it would be for the benefit of the com- 
munity to cut off* the bounty, we ought, in the other case, by 
enacting a minimum wage, to cut oft* the empJoyment^^of the low- 
paid labour. 

Such is the argument. The crucial question to be examined is 
whether the trades under consideration really receive any sucfi 
bounty. Where is the supply of unpaid labour force? Although 
the assertion o/ its presence is the basis of the doctrine of para- 
sitism, we cannot find any proof of its existence. This proof is 
certainly needed, for the fact that this unpaid labour is actually 
to be found in the trades which we are considering 
^ denied by both theory and experience. Theory teilp 
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US that the wage depends on the net product of labour. 
When the wage is below subsistence the labourers’ net 
product is correspondingly low. The trade which pays little in 
wages, therefore, obtains little in return, just as the trade which 
pays higher wages receives a greater return. In neither case does 
the trade obtain labour for which it does not pay. Experience 
fully confirms the truth of the theory. One fact which all inves- 
tigators into the conditions of these trades are agreed upon is that 
this low-paid labour is not particularly cheap at the price. The 
doctrine therefore rests upon a dictum which still remains to be 
justified. 

But there is another case to which the term applied where 
it seems to us to be abundantly justified. Mr. and Mrs. Webb 
describe a trade as parasitic when it is supplied with successive 
relays of boys and girls who are dismissed as soon as they become 
adults. Here the analogy with a bounty holds good. If labour 
and capital have been artificially attracted into an industry by a 
bounty, its withdrawal leads the labour and capital displaced to 
produce a greater net product elsewhere. Similarly, if boys and 
girls are forced out of trades which leave them wdth no useful 
training when they grow up, the energies thus diverted will be 
spent in a manner which will eventually increase their value to 
the community, provided that the time is occupied in learning 
something useful. The analogy, therefore, holds good. But 
there is the sharpest distinction between this case and that of low- 
paid adults. For with the latter there is no reason to suppose 
that if they are ejected from their present trades their net product 
elsewhere will be higher. The essential condition for the truth 
of the analogy is therefore absent. ^ 

Another frequent argument is that even though the minimum 
wage leads to a general increase in cost of production this will in 
no way injure our foreign trade, because, if the rise in prices is 
general and uniform in all the commodities of the community, the 
aggregate t^olume df the exports of that community will not be 
diminished merely by reason of the rise. The same reasoning has 
been used to prove that the volume of exports would not be affected 
by an increase in cost of production due to a shortening of hours. 
Briefly summed up, the argument is that international trade does 
not depend on the superiority of one country over*^nother in rela- 
tive expense of' production, but on the existence of differences 
between the relative advantage possessed by either country in 
projJucing various classes of its own commodities. Hence, if the 
cost of labour entered in equal proportion into the expense of pre- 
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dtiqtion of all commodities, no shortening of hours or rise of wages 
would affect the relative advantage of one occupation over another, 
and, accordingly, the total export trade would not be affected. It 
is worth while noticing to what suspicious conclusions this reason- 
ing leads. It is argued that if the price is raised by 
reducing the hours to eight our export trade remains un- 
diminished. Exactly the same reasoning, however, leads to 
the conclusion that the hours might be reduced to seven, 
six, five . . . X)ne a day, one a week, one a month, and so 
on, without affecting the volume of exports. Turning to a direct 
examination of the reasoning it seems difficult to escape the fact 
that a rise in the cost of a commodity causes, other things being 
equal, a fall in the demand for it. A rise, therefore, in the cost 
of all the commodities produced for foreign consumption will cause 
a fall in the demand for them — that is, a diminution of exports. 
It may be quite true that if the rise in cost is general and uniform 
throughout all the commodities produced by a nation , the differ- 
ences in comparative cost will not be altered and the proportion 
of home to foreign trade will remain the same. The argument 
may prove this, but it is by no means the same thing as proving 
that the exports will remain unaffected. Their volume will 
diminish owing to the diminished demand, just as will the volume 
of home consumption. The argument takes it for granted that as 
long as the commodities exported bear the same proportion to 
those retained for home consumption, the volume of these exports 
remains unaltered. This does not follow. A rise in cost of pro- 
duction will diminish the volume of both home and foreign con- 
sumption, and thus need not alter the prop6rtion between them. 
But yet the yolume of exports will be diminished. 

We now come to a different order of considerations.. We have 
hitherto assumed that the efficiency of labour and capital would 
remain unaffected by the establishment of a minimum wage. But 
it is argued that this will not be the case. The most powerful 
reason for this view is the belief that if the employer paid more, the 
labour would quickly be worth more. This is certainly a tendency 
of the highest importance, but behind the argument lies the 
assumption that work will be at least as regular as before. Here, 
however, qualifications are necessary. The minimum wage will 
not have the same effect upon all those whom it touches. On the 
one hand, a certain number may receive the same employment as 
before at the higher wage, and in course of time, therefore, we 
may expect that the good results of their better fortune will show 
themselves. But, on the other hand, a certain number Who were 
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in fairly regular work at a low wage, before the establishment of 
the minimum , may find that it is only at periods of some pressure 
that they are employed at the higher wage. They will obtain 
more wages on the occasions when they are in work, but at thp 
cost of an increased irregularity of employment. They therefore 
are likely to be rendered even less efficient than before . How many , 
then, will be forced up and how many will be forced down? The 
answer is uncertain, too uncertain to warrant predictions either 
hostile or favourable to the minimum wage. 

These considerations also apply to the statement that although 
the minimum wage will throw a certain number of persons out of 
work we shall at any rate have all those who are inefficient 
“ under one hat.” It will be seen that they will be no more 
aharply marked off than they are at present. The numbers of 
those in regular, semi-regular, and quite irregular employment at 
4 the minimum wage will still fluctuate and shade oft* into each 
Gather as they do now. 

I The next possible alteration in conditions is that the invention 
of Improved processes will be stimulated, in order that they may 
do the work which can no longer be performed by low-paid labour. 
This result is to be welcomed, but we have to consider its effects 
on the immediate problem before us — the amount of unemploy- 
ment created by a minimum wage. In the long run, the introduc- 
tion of machinery will increase the national income and will thus 
raise the demand for all kinds of labour, as well as for land and 
capital. It will, therefore, to some extent increase the demand 
for the low-paid labour which we are considering. But, as this 
low-paid labour only «obtains a share of the increased demand, in 
common with all the other factors of production in the community, 
its own gain is not very considerable. Meanwhile, it will probably 
have to bear more than its proportionate share of the loss due to 
any fluctuations which may follow the introduction of machinery. 
If the labourers whom we are considering look at the matter as 
other workmen do,*they will probably not regard it as a kindness 
to them personally io stimulate the invention of machinery which 
will take the place of their labour. Although the introduction of 
the machinery increases the wealth of the community, we know 
that, unless the demand for the commodity which the machinery 
helps to produce has considerable elasticity, the labourers in the 
trade may have to bear the brunt of the change. This influence, 
therefore, is not likely to appreciably diminish the amount of un- 
employment caused by the minimum wage. 

The last possible change in conditions which we shall considqj: 
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is one which would tend to increase and not to diminish the 
amount of labour left unemployed. We have incidentally pointed 
Out that there is a continual competition for work between labour 
a»nd capital, and that under the action of the law of substitution 
that agent is used which is most efficient in proportion to its cost, 
it appears that in many sweated trades it is only by its very 
cheapness that the labour can hold its own against the competi- 
tion of capital, represented chiefly by machinery in factories. If, 
therefore, the cost of the labour is raised, the tendency will be for 
its place to be taken by capital. Many may consider that, in so 
far as this will assist the factory system in its struggle against 
small worl{shops and home work, the effect will be good. This 
may be so. At present, however, we arc only concerned to notice 
that it will increase the probability that the labour hitherto earn- 
ing less than the minimum will be left without employment. 

Thus many of the arguments urged in favour of the proposal do , 
not bear close scrutiny. Nevertheless, we have not moved awa^y 
from the conclusion reached earlier in the article. Pure theory 
does not condemn the proix)sal. It merely leads to the conclusion 
that in the process of dealing with one problem we should be met 
by another. It suggests, therefore, that plans for grappling with 
this other problem are required to complete the schemes for a legal 
minimum wage. 

H. B. Lees Smith 
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Thbbe are from a financial point of view a variety of reasons 
why the transaction of certain affairs should become public func- 
tions. One of these reasons, and perhaps the most important, 
is the short-sightedness of the average consumer. The object of 
private undertakings is to earn a profit, or, in other words, to 
obtain for the trouble expended and the capital invested a return 
commensurate with the usual cost of such labour, and the 
customary profit on such capital. The bulk of our economic 
activities, in agriculture, industry, and commerce, is of this order, 
and it is generally taken for granted that the big profits of the 
most successful undertakings are the due reward of the superior 
quality of the services rendered. This presupjwses that the con- 
sumers are the best judges of the value of the services for which 
they pay — an assuniption no doubt sufficiently justified in the case 
of bread and meat, boots and clothing, and many other articles 
of daily need. But there are commodities w'hich differ essentially 
from the common ruck, goods of a higher order, not adapted to 
the satisfaction of any material need, and therefore neither so 
universally and keeqly desired, nor so judiciously appreciated. 
Nevertheless , some of these goods are so indispensable to the well- 
being of a civilised nation to-day that a wise legisTature brings 
persuasion ‘iij the form of law to bear upon all citizens whose 
tastes may not lie in these directions. The leading example 
which we have in view is the case of elementary education. If 
the satisfacljon of tljis want were left to the free play of economic 
activities, we may be sure that the supply offered would be inferior 
in quality and insufficient in quantity. The demand, on the 
other hand, would be slight and probably unintelligent. Public 
schools and compulsory attendance are the remedy for this evil. 
As however the want of popular demand for elejpentary educa- 
tion is doe as much to poverty as to lukewarmness in the desire 
for instruction, the Government tries to temper the harshness of 
the obligation which it imposes by making the people a free gift 
of this unappreciated commodity. The cost of public education 
then is borne, not by the parents of the children, but by the 
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taxpayer, and there arises a new item of expenditure which the 
public purse must find a means of covering. It is a well-known 
fact that the development of elementary education in Germany, 
rnore especially during the last decades, with its growing require- 
ments in the matter of salaries, buildings, educational appliances, 
baths, and so forth, constitutes an increasing stream of expendi- 
ture which has not by any means reached its maximum. 

‘ A parallel^ if not exactly similar, case is to be found in the 
higher education of that smaller section of the population which is 
composed of the well-to-do or the sfX'.cially gifted of all countries. 
This need is met by the financial sacrifices which have given us 
the endowed foundations of the old and new Universities of 
England, Scotland, and Ireland, and the higher educational 
centres of the oldest States of the American Union. Or else the 
burden is still borne by the taxpayer, whose contributions main- 
tain the Universities of Germany, Switzerland, Austria, France, 
Italy, and Eussia with occasional relief in the form of gifts and 
endowments, as in the German Universities and a few of the 
modern Geimau Commercial Schools. 

Without some sacrifice on the part of the State or the munici- 
pality, or without private munificence, nothing of importance is 
achieved in the realm of education. The principle of economic 
exchange (do ut des) is insufficient to meet the need, and never more 
so than to-day. And higher education is no exception to this 
rule. The only conspicuous example of an educational institution 
achieving some degree of success on these lines is afforded by 
the Swiss boarding school for young ladies and a few High Schools 
in Belgium and France. 

There is a sufficiently easy method of escaping the financial 
burden indicated above. The State or the town may repudiate 
them as lying altogether outside its province. Hospitals, for 
example, which in German towns absorb a considerable portion 
of the public revenue, are in England exclusively dependent for 
their support on voluntary contributions. The only question is, 
which method is best adapted to obtain the end desired? The 
more convenient method of relying on voluntary support was once 
considered suitable for elementary education also, and it was not 
until the importance of universal instruction came to be realised 
that a safer an§ sounder method was adopted. 

n. 

There are other duties belonging to the State or the muhici- 
which do not impose so heavy a burden on the public 



1907] GOVBBNMBHT AND PUBLIC i^INANOB SIS 

funds Its the provision of education. We refer to such* under- 
takings as gasworks, waterworks, tramways, electrical supply 
works, and so forth. The older tradition of all countries had been 
to leave these matters to pjrivate enterprise ; lately, however, they 
have passed under the control of local bodies, not only in Germany 
and Switzerland, but also in England. To supply, free of charge, 
these services, which are by no means intended for the poorer 
classes of the population only, but are at least as useful, if not 
more so, to the well-to-do, would be wrong and unjust. Each 
class enjoys them according to its needs ; it is therefore just that 
all should pay for this sort of service in proportion to the extent 
to which they avail themselves of it, and that they should pay a 
price adequate to cover the cost of the service rendered. These 
undertakings therefore should not be run either at a loss or with 
a view to profit ; they are withdrawn from the sphere of private 
enterprise in the first place, because it is believed that they can 
^be worked better and more economically under public administra- 
tion, and, in the second place, because they are in a measure 
monopolies, and it is supposed that in such cases the interests 
of the community are most efficiently protected under a system 
of public control. 

From the financial point of view these institutions serve their 
purpose most successfully when they show neither a surplus nor 
a deficit in their yearly budget, i.c., when they belong neither 
to the revenue nor to the expenditure side of the national account. 
This state of equilibrium is, however, occasionally influenced by 
considerations not altogether unlike those which led to the provi- 
sion of free elcmct^ary education. Public baths, for example, 
have long since been provided in some German towns, especially 
in connection with the elementary schools, at a charge which 
does not cover the cost incurred. It was hoped in this way to 
bring their use within the reach of the lowest ranks of the popu- 
lation. The water companies, for similar sanitary reasons, fix the 
price of the water ^hich they supply below the cost of production. 
So too, tramways either reduce their tariff to a rate which spells 
loss, out of consideration for the poorer class of travellers, or 
they offer their employees such favourable conditions in the matter 
of wages or hours of work, that the receipts cannot cover Ihe 
expenditure. It would, of course, be desirable in all these cases 
that the receipts should exactly balance expenditure, so 
that the end should be attained without the financial sacrifice 
above-rnentioned—desirable, that is, from the financial point of 
view, for every deficit of this nature must be made good by 
receipts from other sources. 

No, 68. — VOL. xvii. 0 0 
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The* chief and most important example of an institution as 
above described is furnished by the State railways of Germany, 
Switzerland, and other countries. These are for the most part 
organised on a basis of financial equililjrmm, for the vast amount 
of capital invested in these undertakings requires an adequate 
rate of interest, and any deficit in the revenue earned must be 
made up from other quarters. The popular view that losses of 
this kind are amply justified by the indirect advantages derived 
from cheap transport is not only unwarranted, but if urged as 
a general principle, becomes fraught with grave financial dangers. 
On the other hand, the Government which sets out with the inten- 
tion of running its railways at a profit, is now almost a thing of 
the past. It is generally considered so important to provide the 
opportunities for passenger and goods traffic at cheap rates, that 
equilibrium is the principle adopted — the earnings of such an 
undertaking, it is generally agreed, shall not do more than cover 
the necessary expenditure. The practice of the world has been^ 
more or less in accordance with this theory. There is, however, 
one conspicuous modern exception — the Prussian State railways — 
the consideration of which is the principal aim of these pages. 

III. 

National institutions, the sole object of which is to earn a 
revenue, are no novelty. As an example we may quote the 
ancient French monopolies. The Government monopoly of salt 
existed in the Koman Empire, in the towns of mediaeval Europe, 
in France until the Eovolution, in Germany until thirty years 
ago, and exists in Switzerland to this day. It is only occasion- 
ally, as for example in the Canton of Zurich, that a monopoly 
endures without serving a financial purpose. In France the 
tobacco monopoly was instituted by Colbert, abolished during the 
Ee volution, and restored by a decree of Napoleon, since when 
it has remained one of the most important items in the French 
fiscal system. This monopoly is also a valuable asset in the 
budgets of other countries, such as Austria, Italy, Spain, &c. 

The monopoly of the Postal Service dates from the same 
epoch, when the growing power of the monarchy in England, 
France, Austria^ and Germany asserted itself by introducing new 
monopolies with a view to financial gain. It differs, however, in 
one respect from the purely financial monopolies, such as, e.gr., 
those of tobacco and salt. For these are simply a form of taxa- 
tipn, while the Postal Service has always to some extent seiVed 
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a further purpose. The Government itself required a mediujn for 
the transmission of its own communications (in the Eoman 
Empire this was the sole object of the “ Ciirsus Publicus’*). 
The public also needs a service and must be provided with sCme 
reliable institution, to which its letters, parcels and passengers 
can be entrusted. The old fiscal character of the Post Office and 
similar institutions is being more and more abandoned by. a 
certain school of economists backed by the prejudice of public 
opinion, while its other functions are brought into proportionally 
greater prominence. It has become a favourite dogma that a 
profit on the administration of the Postal Service is inconsistent 
with the object of the undertaking, and that the State is no more 
entitled to benefit from a surplus which may arise on the yearly 
income of this department, than a co-operative store, which has 
to divide its available surplus among its members at thfi end of 
the year. 

There is no heresy in the face of this dogma so impressive 
as the five millions sterling which the British Chancellor of the 
Exchequer annually receives from the General Post Office. The 
Eadical reformers who succeeded in substituting penny postage 
for the high rates that used to be in force, are justified by the 
course of events. They maintained that the enormous increase 
in the volume of correspondence, which would follow on the 
introduction of penny postage, would prevent any material 
decrease in the profits of the department. It is true that ^r 
Eowland Hill somewhat overrated the immediate financial success 
of the facilities which he introduced. But his prophecies are all 
the more justified by the success which has been attained to-day. 

And why docs the English Government — in the^ face of popu- 
larly accepted dogma — cling to this inconsistency ? Simply 
because a branch of the national administration, whether origin- 
ally instituted with a view to financial gain or not, can become 
a suitable source of revenue, provided it succeeds in attaining this 
object with as mu«h ease and justice and as little oppression as 
any of the ordinary methods of taxation. And the final test is 
the amount of revenue which can thus be earned, as compared 
with the yield of the alternative method of taxation. There is 
indeed no other source. of revenue which yields a sum as large 
as that earned by the English Post Office undeiF such moderate 
conditions. In*no other case is the pressure so slight or the 
manner of the distribution of the burden so unexceptionable. 
And if we were seriously to consider the suppression of this profit 
and the substitution of some other form of taxation in order to 
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conciliate popular prejudice, we should be much puzzled to find 
a suitable alternative. We should surely not propose an increase 
in the income-tax, or in the duties on tea, beer, brandy, &c. But 
then — what ? e 

It is a favourite custom to criticise all the existing sources of 
national revenue adversely by emphasising the special drawbacks 
attaching to each, but no statesman, and no one who feels in, any 
way responsible for the conduct of public affairs, can afford to 
indulge in this facile criticism without at the same time pointing 
to some alternatives which ai’e free from the disadvantages in 
question. This is the only fruitful sort of discussion, and the only 
form which deserves to be called scientific. It is therefore from 
this point of view that wc must discuss the latest development of 
the Prussian Budget and the influence of the State-railway 
finance/ 

It is well known that soon after the foundation of the German 
Empire a scheme was mooted to transform all the railways of* 
Germany into a single Imperial system. The tradition of the 
several German States had long been in favour of centralised 
systems of communication — each State already had its high-roads, 
canals, and railways under Government control. Moreover, the 
scheme represented the absolute ideal of a railway .system, since 
in this, as in all other systems of transport, whatever makes for 
unity makes for success. The scheme was wrecked by the un- 
^jllingness of the smaller German States to accede to so thorough- 
going a form of centralisation, although, or perhaps precisely 
because, such centralisation would have been the logical outcome 
of Irnjperial unity. 

The immediate consequence was the consolidation of the 
individual railway systems, which was a marked advance, espe- 
cially in the larger States. A number of the most important 
Prussian lines were owned, not by the State, but by joint-stock 
companies. The majority of them belonged to the first period of 
railway construction — a time when for financial reason^ the Prus- 
sian Constitution did not admit of the building of State lines. 
These railways were acquired by the Prussian Government In 
1880 by an arrangement which was absolutely voluntary on both 
sides, and at a price which not only agreed with the market price, 
but even left the shareholders a considerable margin of profit. 

The opponents of the nationalisation of railways are prone to 
contend that nationalisation spells ruin for the finances and the 
credit of a State, because the purchase of the lines requires enor^ 
mous sums of capital or a disastrous resox't to credit. This con* 
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tention is as old as the project of Williaoi Galt in 1843, and comes 
to the front again, after the manner of such arguments, at’every 
opportunity. It did so in the Prussian Parlialnent about thirty 
years ago. Indeed, tho^ Prussian Government was not at all 
disposed to urge the financial advantages of the scheme under 
consideration. It was always the interests of traiSic, the 
economies likely to result from the working of the railways on 
a single unified plan, and the beneficial influence which govern- 
mental administration would exert on the tariffs, that were empha- 
sised, while it was incidentally taken for granted that the net 
result for the finances of the State would be a loss rather than 
a profit on the undertaking. 

The actual result was startlingly different. Since the year 
1882 the revenue earned by the Prussian State railways has not 
only sufficed to pay the interest on the capital and wipe out the 
debt, but over and above this, has yielded a surplus which has 
remained at the disposal of the Government for other national 
expenses. The figure of this annual surplus has steadily increased 
from .£1,000,000 in the years 1882*-1887 to £23,000,000 in 1905, 
and in tho Budget of 1907 it is estimated at £30,000,000 
(591,000,000 marks). This amounts to very little less than three 
times the yield of the Prussian income-tax, or more than double 
the income and property-taxes taken together (£13,000,000). Yet 
these two are still the cardinal points of the Prussian fiscal system, 
and so long as the railway surplus played no very important part, 
i.e., until 1887, financiers were completely dependent on fKeif 
productivity. The situation has been changed since 1890, when 
the railw^ays begamto contribute sums of from four to five millions 
to the national exchequer. Since then tho figures have rapidly 
increased (in 1897 the surplus was ten millions), so that the grand 
total for the years 1882-1907 amounts to about £260,000,000. 

This does not mean that the financial principles which now 
prevail are any different from those which the Government pro- 
pounded thirty y^ars ago in order to justify the nationalisation 
of the railways.^ The interests of traffic, which were so warmly 
and exclusively urged, as an argument in favour of the purchase 
of the railways, were not afterwards postponed to the interests of 
public finance. The (government remained loyal to its principles 
without arriere pensie, yet the above-mentioned. favourable results 
were obtained: 

It must, of course, be admitted that rigid adherence to the 
greatest-interest-of-the-traffic principle pointed to the return of 
the entire surplus earned by the railway to the consumer in:jthe 
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shape of reduced fares. The point at issue, however, is not so 
much what shall be done with the surplus as why the surplus 
exists. To this qfiestion no certain answer has as yet been found ; 
the*solution is no easy matter and requh’o.s very minute researches 
into the facts to hand. In the meantime we can only resort to 
hypotheses, such as the advantages which a great railway system 
derives from a centralised administration, the superiority of 
Government control over the rule of the companies, or the enor- 
mous expansion of trafiic in North Germany durng the past twenty 
years. And wc must keep in mind the fact that the Prussian 
railway administration has not by any means been one of narrow- 
minded parsimony. Considei’able reductions have been made in 
the rates of travel, more especially in the goods traffic, and it is 
precisely and exclusively in this department that the surplus has 
been earned. A number of new lines have been constructed, 
which have diminished the net profit of tlie whole system; the 
rolling stock, &c., has been much improved, und new stations have 
been built, to the extraordinary magnificence of some of which 
no other country can produce a parallel. 

To condemn the suri.)lus--to regard it as a drawback to the 
nationalisation of the railways— springs from logical confusion. 
The surplus is certainly no disadvantage from the )^x)int of view of 
the national exchequer. It might be counted a disadvantage for 
the individual traveller, if W(> had any reason to believe that the 
companies wa)uld have supplied him with the same facilities at 
lower prices. No such reason exists. And in the absence of 
such proof, it is clearly more aidvantageous to the community that 
the profits deriving from tlu^ same scales of railway rates should 
find their way into the pockets of the taxpayers, rather than into 
the pockets of 'the shareholders. That the profits of the share- 
holders w^ould have been forcibly reduced in favour of the public 
by any such agency as competition, public opinion, Act of Parlia- 
ment, or what not, i.e . , that the shareholders would not have been 
allowed to enjoy the profit that now accrues to the State, is a 
supposition not in any way borne out by ,past experience. 
Whether the Pactolus of the railway profits may not, like win- 
nings at games of chance, have encouraged the Prussian Parlia- 
ment in reckless expenditure, is another question. But this, too, 
must be answ^eredin the negative. The money has been expended 
on improved equipment for elementary education, on the Univer- 
sities, museums, and public buildings; it has been utilised in 
the interests of science and art, or for raising the salaries of the 
nujnerous officials in the service of the State. It is true that this 
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expenditure would not have been incurred if the only means of 
meeting it had been an increase in taxation. The question at 
issue, then, reduces itself to this : Were these new objects of 
expenditure more important than a reduction of railway rates, 
or should the railway rates have been reduced first, the other 
expenses postponed until such time as the requisite funds could 
be raised by the imposition of fresh taxes? A definite proof of 
the point is naturally somewhat difficult. But in view of •the 
increasing expansion of traffic on the Prussian lines, we are of 
the opinion that the course chosen was the correct one. There 
remains, however, one problem, of which we shall proceed to 
treat. 


IV. 

Everywhere, and more especially in Germany and England, 
national exijendituro increases with irresistible might. The 
.glamour of wealth, the f progress of inventions, the awakening of 
new needs, the spread of these through the masses of the popula- 
tion, the entire progress of culture -all these agencies have com- 
bined to produce a host of now wants in which the economy of 
States and municipalities is very intimately concerned. The most 
important item of the expenditure side of tVie Budget, the upkeep 
of the Army and Navy, belongs to the Empire, and the individual 
German States are therefore relieved of this burden. It is all 
the more remarkable that the peaceful needs of the several States 
nevertheless continue to make increased demands on the 
of the exchequer. And there is no question regarding the nature 
of the objects for ^ which these increasing financial sacrifices are 
exacted ; far from earning the description of extravagance and 
folly, they are eminently serious and worthy of consideration. 
The only problem is what form the sacrifices shall take. 

Prussia reformed her system of taxation in 1891“"1893. The 
income-tax was made more productive by improved methods of 
assessment ; the land-tax and house-tax were made over to the 
sphere of municipal taxation, while, on the other hand, a new 
property-tax was introduced by the State. It was categorically 
stated by the Government in power that this reform did not aim 
at raising the existing taxes, but only at making their distribution 
more equitable. No’^^ the yield of the income-tax has more than 
doubled; nevertheless, the figures quoted above show that it has 
failed to keep pace with the national expenditure. The gap had 
to be filled by the railway surplus—and so the profits earned by 
the Government on one of its services were substituted for direct 
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taxation on a scale quite unprecedented in the history of finance. 
This substitution is undeniably a pis waller, and the raising of the 
income and property-taxes would have been a sounder procedure. 
Still, when wc reflect that to give up the railway profits and at 
the same time to keep up the figure of our national expenditure 
would involve a doubling or trebling of the income and property- 
taxes, we get some idea of the difficulties that beset the question. 
We have a close analogy in the case of the generous sums yielded 
by certain indirect imposts, the raising of which by direct taxation 
would be a matter of much difficulty. 

This is so well recognised in Prussia that no one to-day would 
seriously suggest any alteration in the existing state of affairs. 
Nevertheless, we have now reached a point where the railway 
surplus will not admit of further levies, and any increase in expen- 
diture can only bo met by a rise in direct taxation. And this 
crisis is actually upon us, for Parliament has recently voted six 
and a half million sterling for the augmentation of the salaries of 
State officials, a sum equal to about one-half the yield of the 
income and property-taxes hitherto in force. To draw further 
on the railway profits would be inconsistent with sound public 
finance. Moreover, the occasion serves us as a timely reminder 
to choose a sounder mode of taxation than the one which has been 
in use for twenty years. 

But what is sound? The circumstances which call for an 
increase in the national expenditure an^ characteristic and 
op^cially significant for the coming reform of taxation. It is pro- 
posed to increase the incomes of State officials in accordance with 
the raised standard of living which now prevails. Hundreds of 
thousands of families, whose heads earn from rf^lOO to £500 a 
year in the service of the State, are to see their lot substantially 
improved. Is it fair to obtain the means for this improvement 
by the imposition of a new burden on the remaining citizens of 
the country whose incomes reach the same figure? And would it 
not be absolutely paradoxical to withdraw, by means of this new 
tax, a portion of their increased pay from the very persons whom 
we set out to benefit? There is only one way out of the dilemma, 
i.e., to impose the new burden on incomes of over £500 only, by 
means of a progressive scale which taxes the larger incomes, those 
above £1,000, £2,000, and so forth, with increasing percentages. 

The system which exists in Prussia at present .takes its toll 
from all incomes of £46 and upwards. The minimum rate is 
I per cent. ; it rises to 3 per cent, on incomes, of £450, and to a 
maximum of 4 per cent, on incomes of £6,000. A further pro- 
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|>erty-tax, amounting to | per thousand on capitalised values?, that 
is, a moderate additional tax on that part of inciorae which is 
interest on capital and not rcniuneration of effort,* was introduced 
in 1893. We should rcconjinend a considerable rise in the two 
last-named taxes, first, on the grounds of bare justice and equity ; 
secondly, as a method of equalising the indirect burden represented 
by the railway profits ; and, lastly, as coirqx^nsation for the undue 
weight with which all indirect Imperial taxation presses on the 
lower classes. This pressure, we may add, will be all the greater 
when the reforms, which our fiscal system calls for in the imme- 
diate future, have been consistently carried out. 

The obstacle which lies across the path of any such reform in 
Prussian taxation is the predominant influence of the propertied 
classes in both Houses of Parliiinunt. Tht^ only means of counter- 
acting this influence would bcj to reform the existing franchise, 
^W’hich would seem to have been constituted for the express pur- 
posiy^'^of protecting tlic interests of the properticul classes against 
the inroads of social justice. 

It is no part of our purpose, how^ever, to f>robc the future in 
this direction. We have examined the existing situation in order 
to show that it was the logical outcome of the peculiar develop- 
ment of the German administration. We have seen how the 
remarkable activities of th() Government led to unexpected con- 
sequences in the realm of public finance. These point the way to 
future developments wdiich may at any moment appear 
other countries — even in those which are at present organised 
on very different lines. It was desired to show what unexpected 
results follow from iiri expiuision in the sphere of government, 
because this expansion probably represents the typical develop- 
ment of all civilised States in the future. 


Gustav Cohn 



APPEECIATION OF MATHEMATICAL THEOEIES.-II.' 

Continuing my examination of mathematica] theories contri- 
buted to the Economic Journal, I come to Prof. S. J. Chapman’s 
article on the “ Eemuneration of Employers.” ^ Prof. Chapman 
takes up a question which has been agitated in recent economic 
literature,^ whether the remuneration of an employer is to be 
regarded as just equal to his final productivity in the same sense as 
the reipuneration of the workman, or more generally the payment 
for a unit of any agent of production. He brushes away ^ the more 
extreme statements of this analogy which would oblige 
us to supjx)se the entrepreneur’s work capable of ‘oeing 
bought by the ])iece, like an ordinary commodity. As I under- 
stand, Prof. Chapman rightly addresses himself to this 
issue : whether, if an additional employer is taken on, the 
total product of a society tends to be increased by an amount 
that is just equal to the normal remuneration of an employer. 
It is thus that the thesis has been conceived by one of its ablest 
supporters, Prof. T. N. Carver. “The law of marginal produc- 
tivity,” he says,^ “can be applied to the earnings of business 
management as well as to the wages of other labour. The amount 
which any individual business man can get by^rneans of his supe- 
rior management (not through his superior bargaining capacity®) 
depends upofi the amount which he can add to the product of 
the community over and above the amount which it would pro- 
duce without his help.” 

Assuming that there exists only one industry, and making 
other simplifications which are legitimate with reference to the 
extremely abstract proposition under consideration. Prof. Chap- 

^ See Economic Journal, June, 1907. 

® See Economic Journal, December, 1900. 

^ For a risum^ of authorities and arguments see the present writer’s article on 
** The Theory of Distribution ” in the Quarterly Jow wl of Economics^ 1904. 

* Chapman, loo. it.y p. 628, 

® The Distribution of Wealthy p. 263. Qj. p. 262 : — “That -is the amount which 
the community is able to produce with his [the business man’s] help over and above 
what it could produce without his help, and this is the only sense in which 
any factor can be said to be productive.” 

® The parenthesis is explained by the remarks at p. 261. 
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man supposes z employers , each managing a firm in which* there 
are x employes, the total number of employes in all the firms 
being constant, say c. The wage of an employ^ in any firm is 
the addition to the product^of the firm which is made by taking 
on an additional employe ; multiplying that final productivity by 
X, the number of employes in any firm, we obtain the total wages 
paid in any firm ; subtracting the total wages from the product of 
the firm, we have (making a legitimate abstraction of other agents 
oC production) the profits of an employr^r. Prof. Chapman investi- 
gates the question, whether if the number of employers be in- 
creased from z to z + 1^ the addition thus made to the total pro- 
duce of all the firms will be just equal to the profits of an employer. 
He finds the new and remarkable result that this equation holds 
good, so long as wo abstract the effect on the organisation of 
industry which may be produced by tlie introduction of an entre- 
^ preneur. It is a nice question bow far, through what range of 
ini4f\nces, if may be legitimate to neglect this effect. Prof. 
Chapman is no doubt right in treating the effect as not negligible in 
general. Distinguishing the cases in which an increase of entre- 
preneurs ‘ ‘ raises or lo wers the curve of marginal value of labour to 
employers,” ^ he finds that the statement in question exceeds or 
falls short of the truth, according as one or other of these cases 
prevails. 

The proposition, then, is not in general true. It may still, how- 
ever, be useful. In our ignorance whether it exceeds or falls^ 
short of the truth, the proposition may be treated as the most 
probable general statement ; upon the principle of a priori— or un- 
verified — probability which was adduced in a preceding section. 

^ He uses the hard-worked terms “increasing and diminishing” returns to 
distinguish these cases. The use of these terms is apt to breed confusion, because, 
as I have elsdwhere pointed out (Economic .Touunal, vol. ix, p. 294, and references 
there given), there are two es.sontially diilcrent meanings, according as that which 
diminishes (or increases) is (1) the rate at which product increases with the increase 
of moans, or (2) the product divided by the moans, the share of a unit factor 
of production ui the product. A further siib-divi.sion is formed by the di.stinction 
between {a) the cases fn which there is only one species of means, and (6) 
the general case of ae\ieral kinds of factors. The definition of 16 is not obtained 
by mere composition from the simple case of la ; the character of a maximum 
which distinguishes diminishing returns now involves an additional condition. 
Likewise 26 differs from 2a in requiring a principle of distribution among the 
different factors. I 

Professor Chapman’s use of the termvS may bo referred to th* heading 26. 

^ See Economic Journal, vol. xvii, p. 227. The use of the term a priori 
is unhappy so far as it is employed to mean, not only, as here intended, probabilities 
established by general presumption, without specific experience, but also ** ante- 
cedent” probabilities which enter into the investigation of causes (op. Mill, Logic, 
Book III., ch, xviii). Probabilities which are a priori in the second of these 
senses are often, but not always, a priori in the first sense. 



526 ^ THE ECONOMIC JOUBNAE [dEO. 

This sort of usefulness proves to be less than it appears to be 
at first sight, when, pushing the investigation up to first prin- 
ciples, we consider the liibour market as a species of the general 
theory of exchange. The mathematical method of presenting this 
theory may, it is hoped, become more popular now that M, De 
Foville has recognised it by employing curves of Demand and 
Supply to explain the “mechanism of prices.” ^ M. De Foville 
would certainly not have diverged from the literary method in 
which he excels, unless, in his authoritative judgment, the advan- 
tages of the technical expression had justified the departure from 
classical usage. 

The Corn-market, M. De Foville's illustration, is not the only 
type of market to which curves of Supply and Demand are appro- 
priate. They apply also to transactions in factors of production, 
such as the labour-market; and not only to “ market value in 
the sense of the term which refers to short periods, but also to 
“ natural ” or normal value, ])rovided that the periods consicjered 
are not so long but that the disf3ositions, and “ disponibilities ” in 
M. De Foville’s phrase, may be supposed constant.^ We are 
to conceive two groups of dealers encountering each other, not 
once only, but from time to time, and ascertaining by repeated 
tentatives a rate of exchange at which a steady flow of trade is 
maintained.^ With respect to this kind of exchange we may say 
of the mathematical representation, in M. j)e Foville’ s words, 
“ This image, purely symbolical though it is, is good to keep in 
mind, because it tells us clearly and decisively (netternmt) that 
in a free market there is nothing arbitrary in the formation of 
the prices.” That under stable conditions things tend to a definite 
level, is not the only lesson to be derived from the mathematical 
method. It is also employed to answer questions of this sort : 
If the conditions are disturbed in an assigned manner, in what 
direction will the level be altered? One example of such problems 
is afforded by the imposition of a tax ; another example, by the 
addition of a new dealer on one side of the piarket — *in the case 
before us a new entrepreneur put on the labour-market. 

To start from first principles, let us suppose the market to 
consist of a set of dealers Xi, X 2 , &c., on one side, and another 
set Yi, ¥ 2 , &c., on the other side; each^X supplying commodity 
X in return for oommodity y , and likewise each Y supplying com- 

^ In bis last book, La Monnaie, p. 150. 

® A conception favoured by the stability of averages. 

^ Cp. Quarterly Jouimal of Econonvics, 1904, p. 187 ; referred to in a preceding 
se 9 tioDi of the present paper (an4e, p. 231). 
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modity y in return for x. The attainment of a determinate level 
at which exchange is maintained is explicable by two principles : 
(a) contract, and (b) competition.^ 

(a) In virtue of the first principle, if any X deals exclusively 
with only one Y, they will agree to vary the terms on which they 
deal up to a limit at which further variation would cease to be 
advantageous to one or other of the parties.^ Even if one X is not 
restricted to dealing with only one Y, a similar statement still 
remains true with respect to the final increments disposed of by 
each X and Y. 

(b) Now let comjXititioD be introduced. Then, as M. Dc 
Foville has it, ‘"we won’t sec (on ne verra guere) transactions 
concluded simultaneously on different bases. Why should Peter 
give up for twenty francs what Paul has just sold for twenty- 
live? ” If each X is restricted to dealing with only one y, and, 
conversely, the number of X’s and Y’s being equal, then the 
'['/mql^ipn of one X will be as good as that of another X, and like- 
wise the jxisitions of the Y’s will tend to equality. Yet the posi- 
tions are not determinate.^ 

Now let us render competition perfect by removing this restric- 
tion. Then, the conditions of equilibrium will no longer be satis- 
fied by an indefinite number of arrangements. For in general it 
will be possible for a dealer of one tyjx^ or the other, e.(/., an X, 
say Xr, to offer his commodity x in small parcels to several Y’s 
on such terms that not only each of these Y’s disposes of a parcel 
of his y to greater advantage than before, but also the positioif ol“ 
Xr, as defined by the total quantity of x which he gives, and the 
total quantity of y which he receives in exchange, is bettered,^ 
This sort of disturbance will continue until an arrangement is 
reached in which every portion of x is exchangexrfor a portion 
of y at one and the same rate ; a rate such that every X gets as 
much y as he is willing to purchase, and not more than he is 
willing to purchase, at that rate ; and every Y is similarly satisfied. 

This ‘‘"symbolical image ” is no doubt an artificially simplified 

* ' Cp. Mathematical Psychics, by the present writer. 

2 A point on the contracUcurvc relating to the two parties considered {loc. cit.). 

» If, for the sake of illustration, we suppose all tlie X’s to be of one type in 
respect of their dispositions or disponibilities, and likewise all the F’s to be of one 
type (not the same as that of ipo X’s) then the system, which, under the supposition 
of the preceding paragraph consisted of a set of points on the >^ntract-curve between 
an X and a F is noW reduced to a single point on the contract-curve. But that 
point is not determined without the condition of perfect competition, which is about 
to be introduced in the text. 

^ The proof primarily applicable to the simple case may bo extended to the 
general case. 
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representation of the actual processes by which a uniform rate of 
exchange comes to be determined. It is thus that, in a first view 
of the molecular theory of gases, the physicist is allowed to 
imagine a system of equal perfectly elastic spheres. If we are 
to compare our theory with the hypotheses of Mathematical 
Physics, we must admit that in the economic molecular theory 
there is wanting the cogency which is conferred by a nice adapta- 
tion of premisses to conclusions. . But it is worth considering 
whether our premisses, human motives evidenced by consciousness 
and sympathy, do not possess the character of a vera causa in a 
higher degree than the foundations of some received hypotheses 
as to the constitution of matter. 

The conditions which determine the equilibrium of the market 
arc indicated by the curves OP and OQ in the accompanying 
figure. ^These are Demand and Supply curves, but not of the kind 
proposed by Cournot and accredited by M. De Foville. They 
are, rather, of the kind proposed by Professor Marshall 
unpublished pamphlet referred to in his Principles and in \Prof . 
Pantaleoni’s Principii. In this, as in the more familiar system, 
one of the above elements represents the amount of a commodity 
supplied. But the other co-ordinate does not now represent a 
rate of exchange, but the amount supplied of another commodity. 
The explanation is most easily enunciated in the simple case in 
which one of the commodities, say is money. ^ Then any point, 
P, on the curve OP A indicates that Op, where p is the foot of the 
•TXBTpendicular let fall from P on OX, is the amount of x supplied 
by the X’s at a price which is equal to Pp divided by OP ; a price 
which is assigned by the angle POX.^ The amount of x demanded 
by the P’s at the same price is in Or, where Or is the foot of the 
perpendicuIarTet fall from H on OX. Rr may be described as the 
amount ofi money supplied by the Y’s at the given price; and Pp 
as the amount of money demanded by the X’s at that price. The 
intersection of the curves indicates the terms at which Supply 
equals Demand. 

Now let us introduce the character of Distril^ution ; let us sup- 
pose that the x offered by one party is work, and the y offered 
by the other party is wages paid out of product.^ The most 
general conception would include the case in which not only each 
employer employes several employes, but kach employ^ is free to 
work for several employers. But with reference^ to modern in^ 

^ According to the construction of Messrs. Auspitz and Lichen. 

Equal to the tangent of POX, 

* Theory of Distribution {loc, cit), p. 163. 
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dustry, it seems proper to suppose that while each master employs 
several men, no man can serve two, or more, masters. The 
limitation docs not impair the essential characteristics of a market, 
provided that the number of the’ employers continues to be large. 
But the limitation is not Entirely inoperative. For, as I have 
elsewhere argued,^ it is apt to obstruct the process by which 



workmen competing against each other lower wages. The igci- 
dcnt seems to be of little practical importance, and to have no 
direct bearing on the question now' at issue. But it may serve to 
render more conceivable the view which whll presently be sug- 
gested : that betw^oen the jx)sition of the employe aiici the employer 
there may be an asymmetry to the disadvantage of the class 
usually supfx)sed to be the most favoured— the employers. 

Det us now disturb the equilibrium which wc have contem- 
plated, by introducing an additional employer. And at first let us 
abstract th*at effect *00 the organisation which Prof. Chapman has 
particularly consWered. The abstract })roposition which is found 
by his reasoning when that effect is neglected is now^ to be re- 
considered. That reasoning appears to presuppose that not only 
the total number of woi^men, but also the total quantity of wwk 

’ OiornaU degli Economisti, 1891. 

2 Consider iho analysis above given (p. 5S7). But observe that the number of 
Z’s is there supposed to bo equal to that of the Fs. When each Y employs several 
Xs, the competition of these X’s against each other, the quasi-monopolistio position 
of the Fwith whom they deal, no doubt neutralises the incident noticed in the text* 
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done,, is constant. But in general this is not to be supposed. 
The raised offer on one side of the market is apt to be attended 
with an increased offer on the other side. In our figure, let OA' 
denote the curve pertaining to the employers, varied by the intro- 
duction of an additional employer. Then A' is the new position 
of equilibrium. On' where a is the foot of a perpendicular (not 
shown in the figure) let fall from A' on OX is the new quantity 
of work supplied : gn^ater than the, old quantity Oa. To be sure, 
the curve pertaining to the employes might be shaped so that Oa 
would be less than Oa. But there is some reason to think that 
the shape represented in the figure is the more probable and 
typical. At any rate there is no presumption that OA' is equal 
to Oa. 

The same result may be sbovui by way of symbols. The pro- 
duct of each firm is now to be regarded as a function, not only 
of X the number of employes, but also of e the average amount of 
work which they put forth, au average which may be supposed 
same for each firm. The work put forth by each empluyd is 
subject to the condition that the final disutility to him of the work 
is equal to tlu' final utility to him of the remuneration. Whence 
it follows — account being taken of the maximum condition on the 
part of the entrepreneur to which production is subject — that the 
total output of work is determined as a function of 5:, the number 
of entrepreneurs, and x thc‘ numb(T of employes in each firm. 
Now the product of thc'se two numbers is by hypothesis constant. 
^WJ^once it is deduciblc that the total product (and likewise the 
romuneration of each employer) involves not only as before 
explicitly, but also implicitly in that E and^f arc functions of z. 
Accordingly, when the number of employers is varied from 
to 0 + 1, the quantities which we ]iav(» to compare receive not 
only the variation which was before considered, but also one due 
to the variation of the average work. The effect on the entre- 
preneur’s remuneration may be m^glected. But the effect on the 
increase of the total product is not to be neglected. That increase 
is now greater or less than before appeared according as the 
average amount of work increases or decreases with the increased 
number of employers. With reference to modern industry there 
seems to be some ground for assuming that the increased offer of 
the employers ^ould evoke greater ene/gy on the part of the 
employes. ^ Accordingly the remuneration of the employer is less 
than it should be according to the theory under consideration. 

If the assumption is not admitted, the theory is not indeed 

’ Cp. Marshall, Principles of JSconotnicSf Book VI., ch . ii. , § 3, ed. 4, 



1907] APPKECIATION OP MATHEMATICAL THEOBIES.— II 53|,, 

shown to be false. But it is shown to be more uncertain than 
at first appeared when we took account only of the uncertainty 
considered by Prof. Chapman. If it is still the most probable 
statement, yet it is less probable than appeared ; less useful ae a 
typical mean of possible cases. 

It may be added that even if the theorem were accurately 
true, it w^ould be practically unimportant. This may be shown by 
considering a case in which Prof. Chapman’s abstract reasoning 
holds good without qualification. Let the entrepreneurs be cot- 
tiers, renting a homogeneous tract of land limited in extent. If 
an additional entrepreneur is introduced, the addition to the total 
product is found by parity of reasoning to be exactly ^ equal to 
the remuneration of an entrepreneur. But what of that? Where 
is the consolation to the cottiers whose complaint is that their 
share of the product is so small, that “ this principle of remunera- 
tion is in itself an injustice.” ^ 

- So it is no eirenicon betw^een employers and employed to affirm 
that,* according to the definition of Prof. J. B. Clark, “every 
w'orkman gets the product of his work.” lie is not thereby 
deterred from desiring more than what is bis product according 
to that definition, “ You may call it what you please provided 
you hand it oyer,” the Socialists would say, as Mr. Caiman hap- 
pily observes.^ 

On the whole I see no reason to modify the opinion that the 
theorem in question is neither true nor important. If it could 
have been saved, it w^oiild have been by the more abstract part of 
Professor Chapman’s brilliant reasoning. 

F. Y. Edgeworth 

^ That is to within quantities which are negligible. 

* Mill, ,PoZ. Econ., Book II, ch. i, § 4. 

^ Quarterly Journal of EconomicSj “ The Division of Income,” May, 1905. 
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REVIEWS 


The Principles of Economics . Vol. I. By Prof. Alfred Marshall. 

Fifth Edition. (Macmillan and Co.) Pp. 870. 

The editor of the Economic Journal has honoured me with 
an invitation to review the fifth edition of the first volume of 
Prof. Marshall’s Principles of Economics. Ifujus addictus jurate 
in verba magistri, 1 am suspect as an advocate against objectors, 
and unfitted for the task of criticism. But, one thing a pupil of 
Prof. Marshall may be able to do which (;ould not be don 4 ^i^» 
easily by anyone occupying a more detached position. In a 
work at once covering so wide a range of detail, and delving so 
deeply into principles — more particularly when that work consists 
of “foundations” only, upon which the superstructure has still 
to be reared — it is easy to misconceive the central idea and to 
miss the organic unity of the whole. From this kind of mis- 
interpretation, and the consequent misapplication of his doc- 
trinci§, one wlio has been taught by Prof. Marshall himself 
as well as by his writings ought at least to be free. He ought 
to be able to indicate the broad significance of this latest pre- 
sentation of those doctrines and the relation" in which the new 
material that has been incorporated stands towards the old. Some- 
thing of this kind I shall endeavour, not without trembling, to 
accomplish. 

The alterations which have been introduced into the present 
edition are considerable. In the course of an interesting preface 
of ten pages their scope is explained. Many of them are con- 
cerned with arrangement, “ some discussions, which had already 
been indicated as not essential to the main drift of the volume, 
being transferred to Appendices ” (Preface, p. xv.). Others have 
reference to small points and technical f^ifficulties of analysis. 
The most important, however, are (1) the remodelling of Chapters 
VIII. to XI. of Book V. on Marginal Costs in Relation to Values, 
(2) the inclusion of a new Appendix G on The Incidence of Local 
Rates, and (3) the inclusion of a largely new Chapter XIII. of 
Book VI. on Progress in Relation to the Standards of Lif^, It 
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is upon this last threefold group of alterations that 1 d*esire to 
concentrate attention. For they stand in intimate relation to 
two of Prof. Marshall’s conceptioiis, which,* while absolutely 
fundamental, have, in the view of their author, been misunder- 
stood by important writers in England and Amerca ; I mean 
the conceptions of the role played in Economics by Time, and 
by the National Dividend. These two conceptions cannot, of 
course, be separated in actwality, since the National Dividend 
is incident to Time. In strictness they represent transverse 
threads of thought closely interwoven. JSi evertheless , I shall claim 
the right to that much of “ abstractness” which will allow them 
to be separated in discussion. 

Prof. MarsliaU’s treatment of Time is, from some points of 
view, his most original contril)ution to scientific thought. Whereas 
the general idea of the National Ji>ividcnd, apart from Time, 
was pr<^scnt in a vital, if relatively undeveloped, form to the 
fnind of Adam Smith and his illustrious successors, the difficulties 
connected wdth Time wen^ left by them almost wholly untouched. 
In the one case Prof. Marshall has broadened and levelled a 
road already traced ; in the other, he has broken ground that was 
practically new. It is for this n^ason, probal)ly, that his doctrines 
concerning Time have hcoB misunderstood by maiiy hasty writers 
— Prof. Fetter, for example -and that he has found it necessary 
in successive editions to take extreme pains over tlicir exposition. 
In his volume as it now stands. Book V. Chapters VIII. to 
XI. have been entirely recast with a view^ to greater lucictity, 
and their l)earing upon practical problems has been displayed by 
the inclusion of tl>e new A})pendix G — largely based on the 
author’s Memorandum to the Eoyal Commission — upon The 
Incidence of Local Rates, They contain a sustained argument 
for ” the central doctrine that interest on free capital, quasi- 
rent on old investments of capital, shade into one another 
gradually, even tlie rent of land being not a thing by itself, but 
the loading species^ of a large genus” (p. 421) ; and they explain 
by abundant illustration the intimate dependence of the continuity 
thus traced upon the parallel continuity characteristic of the 
great variable, Time. In this way they render the fundamental 
and difficult doctrines of rent and quasi-rent thoroughly per- 
spicuous. 

Prof. Marshall’s work upon the National Dividend, though 
different in character, is perhaps even more important than his 
work on Time, To discuss it in detail within the limits of a 
review is, of course, impracticable. There is one point only 
which I should like to make. The conception of the 

p p 2 ^ 
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Dwidend is not an acadonic toy, but a practical instrument of 
great power designed for service in the concrete solution of social 
problems. The unavoidable but regrettable delay in the appear- 
ance of Prof. Marshall’s second volun;ie has obscured this fact. 
The purpose of the difficult analysis of Books V. and VI., to be 
fully understood, needs to be regarded in tlie light of its applica- 
tion. By means of the new matter introduced into Book 
VI., Chapter XIII., the workshop door is o|)ened a little further 
than in the earlier editions, and Prof. Marshairs engine is 
seen actually engaged upon some of the tasks for which 
it was made. The earlier discussion of the etreets of various 
forms of Labour policy is considerably developed, a caution being 
iiicidentally introduced (p. 705) against the perverse idea of 
Mr. and Mrs. Webb that the “ marginal labourer ” means “ tliat 
w'orker r/ho is so inefficient that the employer can barely be 
induced to employ him at all. ” The National Dividend — |he flow 
of economic goods and services made available during the year-* 
is the centre of the whole of this reasoning. Itself a means, it 
serves, in fact, as a nucleus to which ends cohere, and in analysis, 
as a focus capable of concentrating together all discussion of 
economic forces and activities. 

Thus, it is urged that the question whether any Trade Union 
policy is anti-social cannot be answered till w^e know how the 
dividend is likely to be alfected by it. The attitude which the 
State should adopt towards poor persons, and particularly towards 
poor children, is brought to the same test. Nor is this all. Prof. 
Marshall’s engine is turned upon the problems of Collectivism, 
and at once cuts a way to a plane of thought lying much deeper 
than those on which discussion of these problems usually pro- 
ceeds. ” Starting from the fact that the growth of the National 
Dividend depends on the continued progress of invention and 
the accumulation of superior appliances for production, we are 
bound to reflect that up to the present time nearly all of the 
innumerable inventions that have given us our command over 
Nature have been made by independent workers, and that the 
contributions from Grovernment officials all the world over has 
been relatively small ” (p. 712). Many of us, whether or not 
we will confess it, had, I suspect, imagined that the problem 
of collective versus private ownership famed, as regards this 
aspect of it, simply on the relative efficiency of management, 
and had not even asked ourselves the question which of the two 
systems would be likely to prove the more fruitful of ideas. It 
is by patient concentration upon the activities underlying the 
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National Dividend that deeper issues of this order are brhught to 
light. The dividend constitutes the kernel of economic theory 
because — along with those moral and other a^jx^cts of practical 
problems which Prof. Marshall would be the last to neglect™ 
it is the centre of soimtl philanthropic endeavour. It is to an 
analysis of this that wo are driven ^hen, throwing off the moral 
torpor of indolent optimism, we refuse, “with our modern re- 
cources and knowledge, to* look contentedly at the continued 
destruction of all that is worth having in multitudes of human 
lives,” and demand from social science guidance to social reform. 

A. C. PiGOu 


The Woollen and Worsted Industries. By J. H. €Lx4PHAM. 

(London: Meffhuen and Co. Pp. xii.-f 307.) 

?ROF. Clapham’s work will be especially welcome to those 
who are feeling their way to a realistic industrial morphology. 
It is a sketch rather than a finished |)icture ; but a sketch the lines 
of wdiich are drawn firmly and artistically in pro)>er proportion 
and with the right omphnsis. It is to be hoped that it will stimu- 
late more research upon such material as still awaits com- 
plete examination. The volume before us is concerned entirely 
with existing facts, except iliat history is invoked occasionally 
when it throws an obvious light on the present situation? In 
Chapter I., the prime aim of w'hich is to aid understanding of the 
more specifically ergonomic topics which follow, the mechanical 
processes of manufacture are outlined. Chapter II. is devoted to 
the raw materials and the trade in them. We learn that the 
importance of the London auctions is declining, and that the seat 
of primary sale of w^ool not home-growm has shifted somewhat to 
the sources of supply, with the result that the bulk of foreign pur- 
chases of Pnglish Colonial w^ool are not now^ effected on the London 
market. But therS are no signs as yet of “ futures ” in wool ap- 
pearing, though recourse is had in the West Riding to deferred 
deliveries — a natural origin of technical ‘ ‘ futures ’ ’ or terminal 
dealings — by traders in “ tops” (the name given to wool combed 
ready for spinning) , and already in certain Conti^jcntal top markets 
“terminal dealings,” properly so-called, have emerged. Students 
of markets would have been grateful for some information upon 
the organisation of top markets abroad ; also for the calculation of 
some indices of price steadiness in these markets. The latter 
would be of practical value in affording guidance to those \ipon 
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whose decision the further development of the English top market 
rests. It might even be worth while to calculate indices of price 
steadiness as regards tops abroad and in England. Telegraphic 
connection would, of course, hold the two sots of movements in 
correlation to some oxtetit, but cost qf transport and import duties 
would enable some independent movements to appear. Prof. 
Clapharn thinks that “price fluctuations in the organised Con- 
tinental markets are not greater thtin those in the unorganised 
market at Bradford “ (p. 115), but he is not prepared to commit 
himself to the statement that they are less. Why, we may ask, 
are “ Futures ” evolving in tops and not in wool? A priori one 
would have expected them earlier in wool. It is, at first blush, 
as if futures aros(i in bread before they wnre known in wheat. 
The nearer the commodity to the producer's end in the production- 
consumption process the few(n* are its varieties, the more easily 
is it graded, and the more possible, therefore, is a system of deal- 
ings extending into the future. The solution of the puzzle^rnay* 
be j)artly the vital importance of inspection prior to the purchase 
of wool (p. 93), but is not the ins)>ection of tops equally requisite? 
Probably the vdtimate cause is that the dealer in wool gets it 
combed on commission, and sells as a rule tops and not wool 
— “the merchants wdio merely buy, sort, and sell have become 
scarce ” (p. 111). “ Futures “ tend to arise to enable dealers to 

hedge against the risks involvc'd in tlie deferred-delivery contracts 
wbigh they are driven iiito making w ith spiuiiors by the trend of 
events, whereby p]-icc risks nro disposed to roll on to dealers. 
Such contracts arc' in tops in the worsted industry, and in raw 
cotton in the cotton industry. But the ])uzzlc.^ is not quite cleared 
up by these considerations, for the question remains, Why is comb- 
ing done usually on commission? Does this system mark a 
transition stage, as it did in the cotton industry? or, as a matter 
of fact, is the industry of combing of such a kind that it is prose- 
cuted to the most advantage on a small scale, so that the rising 
practical man, trained to supervise detail minutely, who is as a 
rule possessed of little capital, can undertake it yyith the greatest 
prospects of success? Prof. Clapharn has much to tell bearing 
upon this question, but as the answer, so far as it can be framed, 
is not simple, the reader must be referred for enlightenment to 
the book itself, i'n dwelling at such lengfh utx)n marketing con- 
ditions we have thrown this review somewhat out of proportion, 
but the matters treated in the volume before us are so numerous 
that it is impossible to notice all of them adequately. We may 
mon^iop among the other topics included under the heading of 
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‘‘ the raw materials and the trade in them,” the origin of the dif- 
ferent classes of wool, a comparison in respect of advantages be- 
tween English and other methods of sheep- farming, changes in 
ports of receipt, the marketing of English wool, and the activities 
of the functionaries engaged in passing the wool from growers to 
manufacturers. 

Passing on to industrial organisation, we find ourselves in a 
no less attractive field. Pit)f. Clapham wisely warns us at the 
outset tliat ” any industry the organisation of which is simple and 
rigid has either arrived at an uncommon state of perfection or is 
in danger of decay.” Yet tcuulencies may discoverable even 
though they be hidden in a medley of intcumiixed edects. In the 
cotton industry they are clearly defined. In the woollen and 
worsted industries, however, greater div(‘rBity of arrangement con- 
fronts us — “the wool-working trades are most eirLphatically 
neither simple nor uniform ” (p. 128). Undoubtedly, ns our author 
suggests, two of tlu' causes are ” the variety and intricate struc- 
ture of the goods produced ” (p. 120 ) ; and ” the very gradual way 
in which tlu; factory syst('m has conquoix'd the', various branches 
of the industry” (p. 129). IVobably another cause, which par- 
tially explains the latter, is tlie slow growth of the industry 
of late years, wliich would naturally obscure the operation of 
tendencies. Specialisation of districts is apfiarent, the woollen 
industry being the more scattered, lint ” tiui lines which divide 
the various sections of the trade are seldom cpiite. clearly drawn ” 
(p. 127). Th('rc is great diversity again in res])ect) of the sSile of 
production and the scope of commission work, but Prof. Clapham 
seems to hold tlurt tlie small ornployc^r’s s])hcre of action gets 
narrower every year. Yet ct^rtain uniformities se(‘m to be observ- 
able. ” The scale of operation in woollen is generally 
smaller than in worsted and . . . specialisation has gone 
much furfhor in worsted than in woolUui ” (p. 131). 
In worsted, spinning and weaving tend broadly to be separated, 
whereas*in the sis^ter branch of the industry they tend to be united, 
and cust/omariky in conjunction with every jirocess from opening 
the new wool or raw wool to dyeing— when the fabric is piece- 
^jy 0 (]i — and finishing. In some cases the ragw^ool itself is made on 
the premises. But to these generalisations exceptions are exceed- 
ingly numerous. Tljfe main causes of difierentiation in the 
worsted branch and its absence in the woollen branch seem clear 
from the analysis on pages 140-154. Limitations of space prevent 
its repetition here. 

The remainder of the book must be only scantily noticed. 
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Under the heading of labour in the industries Prof. Clapham deals 
with'the division between men’s work and women’s work, which 
is fairly well marked ; the quality of the labour and degree of 
regularity of employment ; wages, upon which question he 
has collected some statistical evidence first-hand ; and Trade 
Unionism, which, in the West Biding, is feeble in the extreme. 
In 1904, out of 260,000 operatives, nearly 200,000 of whom were 
eighteen and over, less than 8,000 w^ere members of Trade Unions. 
The explanation is as likely to be psychological as economic, as 
our author says. The weakness of unionism means, of course, 
less uniformity in rates and methods of paying wages than is 
found, say, in the neighbouring textile industry of Lancashire. 
Chapter VI., on the industry abroad, is necessarily sketchy. I 
must pass it over here, except to notice that in the wool-working 
trades, as w^cll as in the cotton trade, the industrial specialism 
which follows the dividing lines between distinguishable processes 
in manufacture is far less noticeable in the United States than in # 
England. The inconveniences caused in America by the great 
distances between some of the factories and marketing oentres 
(by the commercial activities at which alone can a differ- 
entiated industry be held together as a unity) no doubt account for 
this to some extent. Probably there is no lack in America of the 
specialism of businesses according to their products — that is to 
say, the big American factories, which in the worsted branch are 
all round the largest in the world, may turn out a relatively narrow 
ranger of products. Finally, in Chapter VII. the state of our 
foreign trade is scientifically described. The interest aroused by 
Prof. Clapham’s treatment of his subject must be my excuse for 
so lengthy a review. 

S. J. Chapman 


Sweated Industry. By Clementina Black. (London : Duck- 
worth and Co., 1907. Pp. xxiv. + 281. 35. 6d. net.) 

In this work, the ripe fruit of nearly twenty years’ experience 
of industrial problems, Miss Clementina Black gives a fairly wide 
and most interesting survey of the field of “ sweated ” or under- 
paid labour. Sweating is defined in a wide a^ense. The “ sweater ” 
is “ the employer who cuts down wages below the level of decent 
subsistence, works his operatives for excessive hours, or compels 
them to toil under insanitary conditions.” A description of the 
conditions of work and rates of pay in various sweated industries 
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is followed by a discussion of the degree of success attained by 
different remedial measures, whether by the extension of the 
sphere of the Factory Acts, or by the action -of Trade Unions. 
A critical examination of some “supposed remedies” — emi^ra> 
tion, thrift, and Consunters* Leagues — leads up to a vigorous 
presentation of the argument in support of a minimum wage law. 

In the descriptive parts of the work Miss Black writes with 
unquestionable authority. Her chapters on the home workers ; 
the workers in factories and workshops; shop* assistants, clerks, 
and waitresses ; traffic workers ; and, finally, wage-earning children , 
are each and all replete with information as to the actual 
conditions of work "and rates of pay of the victims of the 
“sweater,” These chapters form indeed a very useful supple- 
ment to Mr. and Mrs. Webb’s Industrial Democracy, 

By the citation of actual instances culled from her own experi- 
ence and that of other investigators. Miss Black makes it abun- 
dantly clear that in the unregulated industries, where there are 
no M'cetive Trade Unions, and to which either the Factory Acts 
do not extend or in which evasion of their provisions is possible, 
the rates of wages are in general so low as to constitute these 
industries “parasitic.” The conditions of work, too, especially 
in the case of the home worker, are a danger, not only to the 
workers themselves, but to the community in general. These evils, 
moreover, are not the result of the production of low^-priccd goods. 
“ Sweated ” goods are not necessarily low-priced. The taint of 
the sweater is everywhere. “ Much of the work produced By the 
underpaid is sold at a good price to the well-to-do. On the other 
hand, under a well-organised factory system, goods that are sold 
at a very low price are sometimes produced by workers receiving 
comparatively high wages.” Nor is the evil of “ Wcating ” con- 
fined to this country. It appears wherever industry “is not 
either highly organised or else stringently regulated by law,” 

In her interesting chapter on “ How Underpayment Comes,” 
Miss Black is on less certain ground. Wages, it is there main- 
tained, are determined by relative needs, not by efficiency. Now 
it will be conceded that tlie relative rate of wages of any particular 
class depends on its relative bargaining strength, and assuredly 
the bargaining power of the “ sweated ” wurker is weak. But 
just as the general rate of wages depends partly on the productive- 
ness of industry and partly on the bargaining strength of labour 
as a whole, so the rate of wages of any particular class is affected 
by its efficiency as well as by its bargaining power. 

• Again, in dealing with Labour as a commodity, Mis^^iack 
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maintains that the inevitable consequences of free competition 
are ‘‘impoverishment of the seller, deterioration of the product, 
and increase of human n)is(^ry.” Tt would, however, seem more 
correct to attribute th(^sc evils, not to free comj>etition , but to the 
fact that competition is not free. l<Veo com|)etition implies 
mobility of labour, and that is precisely what is wanting here. 
The labourer, as Professor Marshall says, is often at a disadvan- 
tage in bargaining. He is commonly poor, and has no reserve 
fund, and so cannot hold out for his price. Hence the need of 
State regulation in the shape of Truck Acts, Factory Acts, kc,. 
And the need is greatest in the case of unskilled workers and 
women, among whom effective Trade Unions are difficult to form. 

The grounds of legal intervention, a.s Miss Black observers, 
have always been moral, “but the results have been, not only 
morally but also economically, of immense national benefit.” The 
Lancashire cotton trade is the standing exampk^ of the advantages 
of regulation. The industry is the most efficient of its kind in the 
world. The English cotton manufacturc'r nec^d fc'ar no foreign 
competitor; and this pre-eminence^ is ascribed by Miss Black, 
following Mr. Sidney Webb, to the fact that “ the good conditions 
enforced by law and the comparatively high wai.ge enforced by 
the Trade Unions combine to create for him the most efficient 
body of cotton workers in the world.” 

But there are industries, especially those (‘arried on by home 
workers, from which sweating cannf)t be so readily displaced by 
Tradh Union action, and to wdiich the provisions of the Factory 
Acts have not as ycd. bc'cn effV'ctively extended. To meet the 
difficulty here Miss Black advocates th(‘ adoption of a legal mini- 
mum wage, somewhat on the lines of that adopted in New 
Zealand. No fine can rise from a perusal of Miss Black’s work 
without recognising the gravity of thc^. evil and the pressing need 
of reform. But it is orjc thing to agree on the dcvsirabloness of a 
given end, and quite another to agree as to the best means of its 
attainment. It wmuld be out of place heu’e to discuss the argu- 
ments for and against a minimum wage law, but it may be 
remarked that, whether we take it in its Victorian, or, as Miss 
Black prefers, in its New Zealand form, its success, even under 
the simple economic conditions prevailing in Australasia, is as yet 
by no means assiwed. And the economic conditions of this 
country are vastly more complex. To us it appears that if the 
economic history of England teaches anything it is the futility of 
legislative attempts to directly regulate money wages without 
altering the economic conditions by which they are determined, 
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It is too early yet to give up hope that the gradual extension of 
the Factory Acts so as to bring the homo worker effectively 
within their scope will succeed in bringing about such improved 
conditions of housing and sanitation as will afford a basis, on 
which Trade Unionism can 0)>eriit(5 to raise the standard of life 
and the rate of wages. 

Arch. B. Clark 


Prom Serfdom to Socialism. By -T. Kiur Hardie, M.P. 
(London: George Allen, 1907. Pp. ix.+105. l.s. net.) 

This little book is Mr. Keir Hardie’s contribution to the Labour 
Ideal Se,ries—a, series the object of which, as the publisher’s 
note informs us, is “ to put clearly before the public a^ complete 
conspectus of the present fjolicy of the Knglish Socialists and the 
Independent Labour Party.” Mr. Hardie, in his ” Foreword,” 
disclaims the intention to write “an elaborate disquisition on the 
historical basis of Socialism, or to embody its economic theories 
and principles in a learned treatise.” His work is merely “a 
brief unadorned statement of the case for Socialism, easily under- 
standable by plain folk,” written, as he informs us. ‘‘ literally in 
the odd half-hours of a busy period in a life crowded with work.” 
As such, therefore, it must be judged. 

There can be no question as to the attractive qualities of Mr. 
Keir Hardie’s literary style, or the superficial persuasivenesS*of his 
argument. But this latter quality, it seems to us, is gained only 
by so adjusting the* light and shade as to render it i:asy to ignore * 
some inconvenient historical facts and economic principles. 

Mr. Keir Hardie makes light of those wFo itisist on raising 
difficulties on |)oints of detail, and whose attitude, he says, ” is 
that of the man who could not see the wood for the trees.” Our 
own fundamental objection to his work is that it is all wood and 
no freest At all events their outlines an; vague and ill-defined. 
But the plain, m*an to whom he appeals will insist on putting 
questions till the outlines become clearer and the trees begin to 
look a little more real and lifelike. 

Socialists, Mr, Keir Hardie tells us, seek the same end its 
Individualists like Harbert Spencer, namcly„the freedom of the 
individual. They differ only as to method (p. 3). But the plain 
man distrusts that freedom of the individual which is to be secured 
through the despotic authority of the Socialist State , and may take 
leave to doubt Mr. Keir Hardie’s dictum that ‘‘Socialism and 
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freedom *gang thegither.* ” State 

in its present form is i)rimarily concerned with the preservation 
of the rights of prf)j>crty (p. 8). And of Individualists Mr. Hardic 
asks : " If the poor arc to be left to struggle for existence unaided 
by the State, then why not the rich? (p. 4). But, apart from 
the objectiojj which may be legitimately taken to this rigid divi- 
sion of society into rich and poor, our author may be invited to 
consider in his next work whether, io giving security to property, 
the State is not taking the most obvious means of guaranteeing to 
the jX)or the fruits of their toil, and whether it is not the poor 
whom history shoW'S to have suffered most grievously in times of 
turbulence and insecurity. 

Economists arc accustomed to recognise a vital distinction 
between the gifts of nature, on the one hand, and the fruits of 
labour and saving, on the other. Mr. Hardie, how^ever, is satisfied 
that just as the land would rcmiain w^ere the landlord abolished, so 
would the capital remain were the capitalist abolished (pp. 11-12). 
The distinction, nevertheless, is fundamental, as is that between 
the natural and acquired qualities of the land itself ; and of this 
distinction any exposition of Socialism must take account. Well 
may Mr. Iveir Hardic write: “With the speculative side of 
Socialism the average man with us has but small concern ; it is 
its common-sense which appeals to him” (p. 34). Incidentally 
a protest may be entered here against our author’s too frequent use 
of question-begging epithets. The capitalist is “a parasite” 
(p. 5). The pursuit of self-interest is “ Mammonism ” (p. 22), 
and the “ gospel of Selfishness ” (p. 34), and so on. 

Mr. Iveir Hardic more than once refers to.John Stuart Milks 
doubt wdicther mechanical invention had lightened the day’s toil 
of any human being (pp. 48, 99). And he goes on to say : “ The 
social investigator of the twentieth century is prepared to affirm 
positively that the lot of the poor in normal times under Capitalism 
is worse than it ever could have been in normal times in any 
previous period in British history” (pp. 48-9). If for “ social ” 
we read “ Socialist,” the statement may be accepted. Otherwise, 
it is emphatically contradicted by every recent authority. 

This leads us to note that Mr. Keir Hardie’s economic history 
is throughout in very great need of revision. It is possible to 
notice here only a examples. He speaks of the Medieval Gilds 
as “originally the equivalent of our modern Trade Unions’’ 
(pp. 18, 46). He cites once again that opinion of Thorold Bogers, 
vyhich has done duty in so many Socialist speeches and pamphlets, 
that the fifteenth century and first quarter of the sixtofintb ’ ^ 
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was ‘*the golden age of the English labourer” (pp. 45- G, cf, 
p. 80). Mr. Hardie strangely overlooks the fact that more recent 
writers, e.g.^ Dr. Cunningham, have shown that this view is un- 
tenable, and that, however valuable Thorold Eogers’s statistics 
may be, his deductions frofti them are to be received with caution. 
Similarly Mr. Hardie, again following Rogers, attributes the de- 
gradation of labour in England partly to the Tudor debasement of 
the coinage, which he s peaks as having doubled and quadrupled 
the price of food, ignoring altogether the restoration of the coinage 
by Elizabeth, and the influence on prices of the great silver dis- 
coveries of the sixteenth century (p. 47). 

Finally, Mr. Hardie (inds the cause of the downfall of Rome 
in the abandonment of Communism and the growth of Capitalist 
Individualism. But a deeper study of history may serve to con- 
vince our author that the scarcity of money, and the enforced 
return to that ideal of the Socialist, a natural economy, together 
with over-organisation and consequent inefficient government and 
the growth of taxation, were not uninfluential causes in bringing 
about the ruin of the Roman Empire. 

Mr. Ivcir Hardie appends to his wwk a long list of quotations 
from writers on Socialism, and a useful bibliography, to which, 
however, we would suggest the addition of Dr. Cunningham’s 
Growth of English Industry and Conmiercc, and Denton’s Eng- 
land in the Fifteenth Century. 

Arch. B. Clark 


The Socialist and the City. By Frederick W. Jowett. 

(London : George Allen. Pp. 88. Price Is.) 

Mr. Jowett, the author of this little volume, is among the 
more thoughtful of the Independent Labour group in the House 
of Commons. His book is an eminently sane one, distinguished 
by moderation and a sense of the possibilities of the situation. 
He does not aim ^it setting before his readers a picture of some 
ideal Utopia. He is dealing with questions of immediate import- 
ance, and aims at supplying the Socialist who has obtained a seat 
on a town council with a practicable programme. Indeed, so far 
as the greater portion pf his proposals is concej^ned, he would find 
few points of. difference between himself and others eager for 
social reform. He feels, and feels rightly, that if Socialism is 
ever to become a working force, it must descend to mother earth 
setter forsaking its haunts upon the cloud- wrapped mountains of an 
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idealised community. Few members of a town council are more 
ineffective than is the ordinary Socialist member. He is deeply 
conscious of the evils that disfigure the life of a town ; he has been 
accustomed to denounce at street corners certain classes as respon- 
sible for the wrong-doing ; and he repeats in the council chamber 
his denunciations and his pathetic descriptions of unmerited 
suffering, provoking at first sympathy, then bewilderment, and 
finally weariness. But, from lack of knowledge and inability to 
precipitate the desires of his heart into practicable measures he 
as often as not ends his term of office without being able to single 
out any tangible result of his influence. 

To such a Socialist Mr. Jowett’s book will be of real value. 
It tells him in simple language what he ought to ask for, and why 
and how^he ought to ask for it. The author explains how municipal 
improvements, w’hcther in the shape of wider streets, increased 
parks, or improved means of locomotion, all put money into the 
pockets of the landowmer ; and he enlarges on the importance of 
the town council keeping in its owni hands the land it alrbady 
possesses, and acquiring additional land when favourable oppor- 
tunities come round. Public authorities are, however, compelled 
to pay exorbitant prices, and the present methods of purchase 
need reform. He would give them power to buy land at a figure 
determined by its rateable value, allowing the owner to appeal if 
he considered the assessment too low. 

Another land reform which ho advocates is the rating of sites at 
their full value, in part for the additional income it will yield, but 
mainly because it will lower the price by bringing more land into 
the market. When met with the objection that this will entail 
overcrowding the city with buildings, he replies that he would 
adopt the German policy of ‘‘town planning,” which rigidly 
limits the number of houses on any particular area. He argues, 
as is often argued by others, that this restriction on the use of 
land would lower the price of land ; in consequence the price of 
building sites would be diminished. This is not altogether cor- 
rect. No doubt it is: true that, if we allow only' a hundred people 
to the acre in a district where there would otherwise have been 
two hundred, we lower the value of land per acre, but we do not 
necessarily lower the price per site , as we at the same time reduce 
the number of possible sites by one-half. 

To relieve the overburdened ratepayer Mr. Jowett would fol- 
low the German practice of a municipal income-tax. “ The city of 
Berlin is said to raise an annual sum equal to over a million pounds 
sterling ” in this manner. 
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On the question of municipal trading he writes that* ‘ ‘ the 
Socialist view of the fair way of dealing with profits on trading 
concexns is to have none — if one may be excused so paradoxical a 
statement. Fair wages and good conditions generally for the 
employes, and selling at cefst, so that all may use freely the com- 
modity or service, is the nearest approach to justice in respect to 
such municijial concerns as are incapable of being used with 
equal freedom by all.” Owing, however, to the exigencies ‘of 
public opinion, he would allow some profit to be made out of 
municipal undertakings. He would object to free trams, because 
“it is impossible to provide a tramway service so adjusted to the 
requirements of a large town as to give equal facilities to all.’* 
The adoption of this principle of “ equal facilities “ is a dangerous 
one, as it would prohibit free parks ajid open spaces for games. 

In education, following Euskin, he tells us we must forget our 
money and every material interest. The school meal, not on the 
vicious principle of picking and choosing, but offered to all as 
part «of the daily curriculum, medical invspcction and medical 
treatment, added to easy access to all grades of education — these 
are among his chief proposals. Curiously enough, in one so gener- 
ally well informed, he adheres to the idea of the common school, 
through which all should pass. The whole trend of education has 
been in the direction of proving that we want, not one tjqx) of 
elementary school, but at least a dozen, varying with the capacity 
of the child and the demands of the parents. Under a completely 
socialistic rcgiuie, there is no reason why we should not liave 
many kinds of school, some with fees and some without. Social- 
ism, as distinguisl:^ed from communism, does not prescribe 
uniformity. A Socialist should no more advocate the common 
school than he should champion the common dresb*. A Socialist 
State would allow a parent to spend more on dress and less on 
amusements if he thought lit, least of all would it forbid him to 
limit his expenditure on education because ho would thereby have 
less money to use in the purchase of, let us say, tobacco. 

E. A. Bkay 


State Railways — Object-lessons from Other Lands, by Edwin 
A. Pratt. (P. S. King and Son, 1907. Vp. 107. Price Is.) 

It is clearly impossible to treat adequately such a controversial 
subject as the State ownership and management of railways in 
a book of this size, and Mr. Pratt makes no attempt to discuss 
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the problem on a broad basis. .Half the book is occupied with a 
translation of an article published in 1896 by M. Marcel Peschaud 
on the Belgian State Eailways. That article constitutes a serious 
indictment of the Belgian State Kailway management, an indict- 
ment which the events of the past ten years have shown to be 
not undeserved. 

The portion of the book directly attributable to Mr. Pratt may 
be divided into two parts. First, he compares the state of affairs 
in Belgium with the conditions prevailing on British railways, 
and then he proceeds to notice various unsatisfactory features 
noticeable in different parts of the world where railways are under 
State management. It is exceedingly probable that an advocate 
of State railway management could cull as many object-lessons 
from railways under private management, if he took an equally 
wide range. Still, in collecting so many instances of unsatisfac- 
tory results discovered where railways are under State manage- 
ment, Mr. Pratt has certainly shown that State management is 
not the panacea for all ills some people would have us believe. 
The most valuable lesson, however, to be learnt from his work 
is that, if State ownership and management of railways is to 
have a reasonable chance of success, freedom from ):)olitical influ- 
ence is an essential condition. 

In dealing with Belgium, Mr. Pratt has adopted a very doubt- 
ful premiss. He writes : “ If State ownership is likely to prove 
an unqualified success in any land . . . Belgium is the one. . 
The 6ompactness of the country, the dense population, and the 
well-developed condition of industries and agriculture, combined 
with the geographical position and physical features of the 
country, are the reasons put forward in sup{X)rt of his view. 
Surely the correct conclusion to be drawn from these facts is that 
the railways will have short hauls and small consignments. A 
reference to the annual statistics of the Belgian State Eailways 
confirms this view. The working is therefore likely to be very 
complex, and satisfactory results under State management are 
more likely to be achieved where the working is sipiple, i.e., with 
large consignments and a reasonable length of haul. 

The book is a useful reminder that no adequate treatise exists 
on the subject of nationalisation of railways, and it may serve as 
a guide-post to any student wishing to investigate the subject. 

W. T. -Stephenson 



1907] WILLIAM PATERSON AND THE DARIEN COMPANY ^ 547 


A History of William Patersoru and the Darien Company. By 

James Samuel Barbour. (Edinburgh: Blackwood, ’1907. 

Pp. viii. + 284.) 

Mb. Barbour is to be •congratulated on the happy combination 
of two very diverse characteristics in this volume, namely, the 
giving his narrative a strong biographical interest, while at the 
same time he pays strict attention to the financial details which 
cannot be ignored in any adequate treatment of the Darien Com- 
pany. The former trait enables the story of the ill-fated venture 
to be told with a due connection between the different episodes, 
while the latter accounts for the fact that the history proper does 
not exceed 150 pp. 

The story is one which contains much of tragedy, since its 
main thread is the contrast between the high hopes of the stock- 
holders and the inevitable fate that confounded all their efforts. 
Indeed, the expectation of a Scottish colonial empire had been 
made impossible before any capital had been taken up in Scot- 
land. Mr. Barbour points out, though perhaps more importance 
might have been given to this aajxict of the inception ^of the 
undertaking, that one influence towards its foundation was the 
struggUi against the Loudon East India Company. During the 
boom from 1G92 to 1 695 there had been a progression in the specu- 
lations favoured —first, treasure-seeking, next home manufac- 
tures, then (by a strange collocation) lotteries and banking,” 
and finally interloping — as it was from the latter that the Darien 
scheme arose (cf. Some Considerations on the late Act of the 
Parliament of Sc(]J^land for Constituting an Indian Company, 
1695). How incongruous this spirit was with that of Paterson 
or again with Scottish patriotism, may readily be imagined. The 
action of the English Parliament prevented Scotland from being 
used as a pawn in what was in reality a purely English struggle ; 
but, at the same time, it precluded the obtaining of adequate 
funds, aijd, therefore, even apart from the subsequent mismanage- 
ment, it was im]>Ossible for the project to have succeeded. It is 
these successive disasters that form the subject-matter of the 
greater part of Mr. Barbour’s book, and the remainder is com- 
posed of appendices giving the Act constituting the company, the 
list of subscribers, a rpprint of a rare tract — 'Zhe History of Cale^ 
donia — and some documents which illustrate the preceding 
narrative. 

Short as this history is, it is accurate and covers most of the 
ground to be traversed. Within a certain field of reseafch the 
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author has given practical!}^ everything of importance, and he has 
rej)roduced his material with a sufificient amount of picturesque 
detail but without ^too much. It is unfortunate that, when the 
greater part of the sources of information that are in print have 
beeri used so ably and carefully, the investigation was not extended 
to those in MS. also. The rough minutes of the Committee of 
Trade at the Eegister House afford some information as to how 
the draft Act was dt^alt wdth. The collection of the Darien MSS. 
and Papers at the Advocates’ Library contains much that is not 
referred to in the volume of the Bannatyne Club, known as the 
Daricji Papers, Then at the India Office there are at least two 
volumes amongst the ‘‘Home Miscellanies” which on certain 
points are fuller than anything in print — the one giving the 
proceedings in Parliament which led to the subscription of capital 
in London being interdicted, and the other many particulars re- 
lating to tiie steps taken by the committee of management of the 
London and English East India Companies against the ships of 
the Darien Company after the failure of the last expedition to'the 
isthmus, 

W. E. Scott 


The United States Steel Corporation. By A. Berglund. 

(Columbia University Press, 1907.) 

The special feature of this work is its study of the influences, 
financial and industrial, which prevailed when the Steel Trust 
was founded, and led to its institution. The four determining 
factors on which stress is laid ai'c, first, the, natural conditions 
and advantages of America in the materials of production ; 
second, the sjK^cial necessity for large capitals in the iron 
industry; third, the alternations of prosperity and depression in 
the trade under competitive conditions; and fourth, the tariff*. 
The co-operation of these influences is held to have evolved the 
Trust. The descriptive chajiters on the capitalisation ai\d exten- 
sion of the Trust since its foundation do not add anything to our 
knowledge, but they are lucidly and carefully written. The 
question whether the Trust can carry its high capitalisation 
depends, in the author’s view, on the future value of its ore and 
coal properties, should these materials beepme relatively scarce 
in America in the near future. The chapters on prices go to 
show that the Trust has pursued a moderate policy and has pre- 
vented great fluctuations ; and that the outside competition is too 
considerable to permit of monopolistic measures. Mr; 
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Berglund’s study is free from all trace of partnership, aTid is a 
concise and useful record of the history of the Trust. 

D.*H. Macgbegor 

Homan Economic Conditions to the Close of the Republic, By 
Edmund Henry Oliver. (Toronto, 1907.) 

This study of economics under the Koman Ecpublic is the 
work of a Canadian lectui*cr in histoiy, and is published by the 
University of Toronto, of which the author was a Fellow in 
Political Science. It may be classed as an exceedingly careful, 
industrious, and, on the wdiole, very interesting compilation. 
It would be unfair, perhaps, to complain of it for being a mass 
of details, for that, plainl}^ is wFat its author intended it to 
be. Moreover, its style is workmanlike, and, excepting .in certain 
passages — mainly dealing with agriculture — which become mere 
catalogues of articles, it is readable enough. How much of the 
undoubted interc*st that it ('xcites is due to tlie uJidying attrac- 
tions of its subject, one need not try to estimate. Enougji that 
it is a sound, painstaking, absorbing monograph, wdiich only 
occasionally may tax the ])atience of a reasonable student. 

Though the author ({notes Pliny oc^casionally , Columella very 
often, and makes one or two I'clercnces to Julius Caesar and 
Augustus, he does not othm'wds<‘. attempt to overstej) the boundary 
between Eepublic'an and Imperial Eorae. This is rather unlucky, 
because it limits him to the centuries already treated *of in 
Mommsen’s brilliant and vigorous economic chapters. Inipar 
co^igrcssus A chilli, Mr. Oliver can yet give us much of the material 
which Mommsen must have used, and add a good deal to our 
knowledge on many by no means unim|>ortant points. 

I confess that I should lia.V(‘ liked more information on the 
population (piestion during the last two centuries b.c., as w^ell 
as something mor(‘. under the heads of coinage and prices. 
Furthermore, one could have wished to read rather less about 
Italy, a.nd ratl^'r more about the ])rovinces other than Sicily and 
Western Asia Minor. One would like to know, for instance, what 
the causes were which p?-obably made 8j)ain suiTer loss misgovern- 
ment during the last century of the Eepublic than such provinces 
as Sicily and Westerif Asia Minor, llownww, it is but fair to 
again admit that lack of information is nut a charge to be brought 
against the book as a whole. 

Speaking broadly, while hero and there Mr. Oliver may extend 
our knowledge and cause the average student to modify (^Idpm- 
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pressions, he does not attempt, any revolutionary change of our 
views. Fascinating as the story is of the economic change of 
the Koman people'' from rough pastoral and agricultural simplicity 
to become the mastei's and financiers of the classic world, with 
wealth flouring into their colfers beyohd the dreams of avarice, 
it remains .in these pages, in essentials, the old story as we have 
imagined it. The agriciiliurists and shepherds of Rome who 
conquered Italy by hard fighting .veem, from very early ages, 
to have had a ketui instinct for finance, as ajiart from manufac- 
tures and commerce. When the conquest of Carthage and the 
Hellenic East gave them, in a single century, the control of the 
civilised and the wealth-producing world, they took to commerce 
eagerly enough. By confining tin; trading privileges of their pro- 
vincial subjects to specified regions, they were themselves aide 
to grasp most of the inter-provincial traffic and control it., to 
their own exctavling pi’olit. But their gains by ordinary and logi- 
timate mercantile business were prol)ably small compared with 
the gigantic profits wrung from East and West by military cLvac- 
tions, by plundering Governors of the Vorres type, by the farmers 
of the taxes, and, last but not least, by that numerous and highly 
organised class, the Government contractors. Polybius describes 
the Roman aristocracy and middle classc's a>s intencsted in Gov(‘rn- 
ment contracts to a man, a fact that accounts fur th(‘ t'norrnous 
influence of contractors on public life. ]n theory, after th(^ first 
rage of conquest tlie sums extracted in the provinces by the Roman 
Govepnmeiit should have been light. Not only were direct taxes 
small, but there wvas no such thing as an elaborate prot(?ctive 
system. The customs and haihour dues s^^'em to have been 
irnpiosts — what we should call revenue duties — of ‘2^ per cent, 
to 5 per cent. 

The extortion of the Roman system was due to the presence 
evcT’ywhere of the unscrupulous middleman. Everything was 
let out to contract, and dishonesty and rapacity were wxdl-nigh 
universal. What plunder could do was shown by Verres, w^ho 
in throe short years extracted sums equal to fiv^c millions of our 
money from the unhappy Sicilians. Other incidents enable us 
to guess what tax farming meant even in provinces not cursed 
by a monster for a Governor. Mr. Oliver goes so far as to say 
that the provinces yielded little direct x)T’ofit to Rome ; that most 
of them hardly paid the cost of administration. The real tribute 
levied took the form of illicit exaction and private usury. Against 
this statement, how^ever, must be put the enormous booty brought 
to the Roman Treasury by successful generals, such as the con- 
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queror of Macedonia. It was tliis that enabled direct taxation 
to be abolished in Italy some forty years after Hannibal’s down- 
fall. Whatever it was that ruined Italy, from the standpoint 
of the patriot and moralist, it was not taxation ; nor was it lack 
of pn^cious metals, for so* great wa^s the stream of gold and silver 
flowing into the caj)ital that interest there was as Iqw as 4 per 
cent, on first-class securities. Indeed, it was th(‘- [X)licy of Homan 
financiers to kecq) intm'est lw)W in the City. The export of gold 
and silver was jirohibited or checked, not because it was scarce, 
but from a settled purpose to make Home what L/ondon is now, 
the world’s money market. So ruthless w^as the Homan deter- 
mination to keeji usury at every stage in the hands of its owm 
citizens, that th(‘ faovinces were forbidden to send agents to 
the City to elfecl loans there. The whole work had to be done 
by Homan financiers. Most of this class were, of course, equites, 
Init the senatorial famili(^s did their share, and that ideal Homan 
Hepublican, Marcus Brutus, passes across the stage as one of 
the ♦p'oediest monc^-lenders in history. On the wdiole, the hgiire 
cut by th(3 Homan ruling classes in Mr. Oliver’s pages is very 
far from admirable, ddie Homan country gcuitleman appears as 
the exploiter of gang slave-labour in Italy, or “ infamous for 
])lund(Uod provinces ” abroad. It w^as not, Hannibal’s ravages 
that exteriiiinated the class of Italian workitig farmers. For 
tifty y<'ars after the battle of Meiaurus, the numbers on the 
Homan Burgc'ss rolls rather iiuavased than diminished. The 
colonies found(Ht hy Gracclius also did much to chcadc the lUitional 
decay. Complete demoralisation du('s not seem to have set in 
until after th(' murder of (’aius Oracadius, and it almost certainly 
waiB iu)i entirely or chiefly due to taxation, slaughter, doles of 
corn, protection, lack of gold and silver, the iristitwtion of slavery, 
or the exliausiion of corn lauds by had husbandry. Mr. Oliver 
points out that Caius Graecdius did not institute gratuitous dis- 
tributions of corn. As for slavery, Italy swarmed with slaves 
long befqre his time, and even that irreproachable conservative 
farmer, the eldcT^ Cato, assumed that most farm wwk would 
and should be done by so’vile bauds. 

The draining of freemen from Italy seems»rather to have been 
due to the ruinous effects of merciless usury and land monoix)ly 
to the attractions offered by conquered provinces to Homan 
emigrating citiziuis, and to the economic competition of cheap 
provincial imports, whicdi made certain branches of farming un- 
profitable. In what propoiHons these influences worked, one may 
hesitate to suggest. The result is as lamentable as it is notorious, 
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for by the time of Sulla it is probable that the slave population 
of Italy was double the number of freemen in the Peninsula. 

W. P. Reeves 


Dr. OskaRwGuthmann. Kin Zollhiindnis zivischeyi Dclgien und 
den Niedcrlanden. {Vntcrsuchungen ilhcr die Handelsbe- 
zichurigen zwisclicn Belgien und den Niedcrlanden seit der, 
Mittc dcs 10. Jdltihundcrts.) Mit cinon Vorwort von Prof. 
Berneakd Harms, Jena. (Tubingen : Laupp, 1907. One 
voL, pp. 112.) 

This little work is extremely interesting in view of the present 
relations between Belgium and the Netherlands. There are 
many intelligent persons in both countries who judge that the 
time has come to re-open the question of strengthening the poli- 
tical and economic ties between them. No one contemplates the 
destruction of the work of 1830. But it is being asked whether 
the security and jirosperity of the two kingdoms w’^ould not be 
considerably fortified and increased by an eniente embracing a 
defensive alliance and an amalgamated tariff system. There is 
nothing new in this project, but it has only now begun to take 
definite shape. At the present moment a conference is going 
on at Brussels, in which the leaders of every political party and 
other eminent men, former Ministers and business men of both 
natioiie^s, are taking part, to open up what may be called 
official negotiations. 

On the face of it, the tariff union would seem to be both 
entirely justifiable and easy of realisation. Holland, like Belgium, 
has to suffer under the protectionism of Prance and Germany, 
who are not content with closing the door against them, hut who 
also seek to get poss(*ssion of thdr national markets. If these 
tw’o small markets be taknm together, we get an economic domain 
consisting of 62,500 square kilometres and of thirteen millions of 
inhabitants — an economic force of some, weight. The more so 
when, at first sight, the tw^o countries seem to complement each 
other so adrnii'ably. oThe Netherlands have a fiowerful mercantile 
navy, and have, for some (jenturies, been a commercial nation. 
Belgium, the pro^oerity of Antwerp notwithstanding, has no 
national mercantile navy. Holland is an agricultural, stock- 
breeding country, without manuhictures. Belgium is pre- 
eminently a manufacturing country ; its agriculture and its stock- 
breediqg are insufficient for the national requirements. Holland 
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has long possessed fine colonies. Belgium has only incipient 
colonies, with a doubtful future. Nothing, therefore, could be 
simpler or more natural than to see these two countries allying 
themselves. Association is the strength of the weak. 

And yet, when the matter is gone into in detail, numerous 
difficulties arise. ^ 

Curiously enough there has never hitherto been carried out a 
thorough investigation of liie commercial relations between the 
two countries. This is precisely what M. Guthmann offers us 
in his book, a work compiled with all the care and the exactitude 
of an academic treatise turned out in an advanced course of politi- 
cal economy in a German university. M. Guthmann is well ac- 
quainted with all the available documents, he has worked up his 
subject on the s|K:)t and from reliable sources, and ho has had the 
perseverance to make the requisite summations and percentages. 

He opens with a resume of the commercial jK)licy*of the two 
countries during the nineteenth century and of the treaties con- 
cliAied by each. He then draws a picture of the relative import- 
ance of Belgian ex[)orts to Holland and of Dutch exports to 
Belgium, based on the national statistics. Unfortunately there 
are no more defective statistics than those oC Holland in this 
respect. Those of Belgium are not very perfect either ; hence 
any adequate comparison between them is quite impracticable. 
M. Guthmann has toiled greatly to reach at least approximate 
results. As a controlling method he proceeds to study the varia- 
tions of exchange between the twn countries, that ‘‘barometer ” 
of the respective pressure of international indebtedness. After 
devoting some pages to transit of goods and routes of commercial 
transport, he passes in review successively all the leading com- 
modities in the foreign trade of each country f examines their 
status in general commerce -—the tendency in each ^se to develop 
or to diminish as part of the same. 

The result of these long inquiiaes is of great interest. Speak- 
ing generally, the reci])rocal trade between the two countries is 
less important ihan is supposed. Dutch ex[X)rts to Belgium, 
which preponderated up to 1880-90, are steadily declining (in 
favour of Germany). Belgian exports to^ Holland are gaimng 
relatively in importance, but not to such an extent that Holland 
could not get on without Belgium, or Belgium without Holland. 
In short, neither country is indispensable to the other. And 
when we turn to their reciprocal trade, we see that they by no 
means complement each other. The importation of Dutch cattle 
is checked by the “ closed door ” at the Belgian frontier and by 
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the progress of internal stock-breeding. Holland has need of 
machines, but does not go to Belgium for the greater part of 
them. And so on in the case of other commodities. 

From all this M. Guthmann has no hesitation in concluding 
that a Zollverein would not yield either country the advantages 
that arc expected. Whether the question be simply to abolish 
the respective custom-duties (which would be wholly to the advan- 
tage' of the Netherlands), or, on thet other hand, to construct a 
genuine Zollverein, he judges that Belgian manufactures could 
not i:x)ssibly withdraw the Dutch market from German and Eng- 
lish manufacturers. His view is, that Holland’s centre of economic 
gravity lies in Germany. And Professor Harms draws the prac- 
tical conclusion from this inquiry by tolling us, that “ if Holland 
believes she requires any support in her economic relations, all 
her interests point her to Germany ” (p. vi.). 

Professor Harms’s “appeal ’’ is the more amazing when we 
note how M. Guthmann (p. 105) adduces the pronounced free 
trade of Plolland as a reason for anticipating difficulties in 'the 
way of her concluding a tariff union with Belgium. How then 
would she fare with Germany? 

We might, for that matter, ask why master and pupil have 
stopped half-way. I'or is not Belgium’s economic “ centre of 
gravity” equally in Germany, and would not the solution lie in 
Belgium, as well as Holland, entering the German Zollverein. 

One can learn a great deal from this inquiry and its commen- 
taries. Here I would only dwell on the great services rendered 
by M. Guthmann through studying in such detail the commercial 
relations between Belgium and the Netherlands. The need for 
his work was very groat, and it will open the eyes of many who 
suffer themselve!!) to be guided by appearances. May I, however, 
be permitted to say that it is a preparatory work ? The question 
of tariff union is in no way thereby solved. 

Ernest Mahaim 

Impersonal Taxation. A Discussion of Some Rights and Wrongs 
of Governmental Revenue. By Charles Herbert Swan, of 
the Massachusetts Bar. Pp. 149. (American Academy of 
Political and Social Science. Philadelphia, 1907.) 

Internal Taxation in the Philippines. By John S. Hord, Col- 
lector of Internal Revenue in the Philippine Islands. (Pp. 46. 
Baltimore : Johns Hopkins Press, 1907.) 

The two works before us form an interesting contrast, because 
whilst ope gives a long and detailed discussion of the rights and 
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wrongs of various forms of direct taxation, considered rathc^r from 
a juristic than from an economic |X)int of view, the other traces in 
the fiscal history of the Philippine Islands the growth of methods 
of taxation at once more just and more productive, and points the 
way to the perfection of tlie existing system. Each author treats 
only of one fX)rtion of the subject, Mr. Herd internal taxation, 
of which he, as collector, has had specific experience, and Mr. 
Swan dealing entirely with direct, and omitting indirect taxation. 
To point the contrast still further, the former, without dipping 
deeply into the moral standpoint, pictures the growth of practical 
justice, while in hnpersonal Taxation “ juristic ideals ” appear to 
clash with the best accepted social and economic canons. 

Its intellectual standpoint is almost entirely that of Herbert 
Spencer, or of John Stuart Mill, in his most individualistic 
moments. Eestraints for the benefit of the restrained or a third 
party arc upheld ; those for the benefit of the restrainer are a 
“wrongful taking posst;ssion of a man himself.” And under this 
head* comes much direct taxation. All such im|:x)sts would appear 
to be so, if we follow this reasoning to its logical conclusion, but on 
other grounds, taxation in certain cas(?s or of certain forms of 
income are allowed. And sueb is wliat the author would include 
under the heading of “ Impersonal Taxation,” when such pay- 
ments to the State arc justified by the “existence of a funda- 
mental public interest concurrent with the public title.” Such, 
for instance, is a land tax, provided its imposition follows certain 
rules, one of wdiich forbids progressive taxation. For “ leftid is 
the raw material of sovereignty, that is, a body of men cannot 
bo called sovereign •“ unless it exerts authority over some deter- 
minate territory.” So, in other cases, when; the State can be 
shown to have a concurrent interest, as in the Vase of public 
franchises, such taxation is justifiable; whilst indirect taxes 
imfiosed on moral grounds are within its province, and enter into 
the calculation of the cost of production. The name of Imper- 
sonal Taxation is given because the tax is taken from the land or 
franchise regan^ed ‘as a whole, without reference^ to changes in the 
actual owner. But j.>ersonal taxes are those levied on the income^ 
of persons, or, as the author puts it, “on }#3r8ons by reason of 
their income.” But such taxes are unjust, the exercise of a pro- 
prietary right over th^. taxpayer, and therefore a violation of a 
man’s freedom. to make the best of himself. The English income 
tax becomes, as to many such taxes, the restoration bewailed in 
a later chapter of the feudal bondage denounced in the second, 
a taking away of men’s rights under colour of the King’s«tit}e/* 
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The soundness of this reasoning, even on juristic grounds, 
fourtded as it is on violently individualistic premises, is more than 
doubtful, though the author puts his trust in Bractons and Black- 
stones, whom he quotes ad nauseam. Still more do they run 
counter even to the most conservative of economic theories. 
State Protection— the benefit theory is only held to justify “ the 
taxation of certain kinds of property having a public interest 
by nature,” which arc therefore to hear the burden alone, which 
property of all kinds should share : whilst ability and revenue as 
bases of taxation are quite out of court. Far different from this 
somewhat dreamy individualism is the intensely practical char- 
acter of Mr. Hord’s work. The early forms of head tax, the 
Spanish monojxffy, the injustice of which was not discovered for 
200 years, and the early mistakes of the Americans are first 
treated. Then follows the carrying of the new Internal Ee venue 
Law, in spite of strong protests, which aims at exempting so far as 
possible the )X)or man and the small trader, and the gradual 
change of opinion as this law proved to be both just, convenient, 
and productive. Finally, Mr. Herd urges with much force the 
opening of American markets to Filipino products, at little cost to 
home producers and with immense benefit to the islands. The 
whole is clear, concise, and interesting, and the only regret is that 
the author’s space was so limited. 

N. B. Dearle 


The Finances of Cleveland. By Cearles C. Williamson, Ph.D., 
University Fellow in Political Economy^ Columbia Univer- 
sity IVess. (London : P. S. King and Son. Pp. 266.) 
Price $2.00. 

A coMrREHENSiVE study of American municipal finance need- 
ing a previous treatment of that of individual towns, this book 
traces the development of the city of Cleveland from this point 
of view. Though only incorporated a city in 1836. it was by 1900 
the seventh in the States, and its finances have exhibited no 
striking feature, but rather the common spectacle of an expendi- 
ture growing more rapidly than population and wealth. Adminis- 
tration, revenue, expenditure, municipal trading, and debt are 
accorded separate treatment. The favourite Corporation tax 
makes its appearance, whilst the cigarette tax is somewhat of a 
novelty in municipal taxation. 


N. B. Dearle 
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Trade and Currency in Early Oregon. A Study in the Commer- 
cial and Monetary History of the Pacific North-West/ By 
James Henry Gilbert, Ph.D., sometime Garth Fellow in 
Economics. Columbia University Press. (London : P, S. 
King and Son, 1907. ‘ Pp. 126.) Price $1.00. 

Trade development, in a State whose commerce had its origin 
in the exploitativci trades— fijst tra[)ping, and then gold extraction 
— is undertaken as a preliminary to the discussion of monetary 
growth. Here the author distinguishes a '‘beaver” currency 
in the days of tlie fur trade and squatting, which is followed by 
one of ” wheat,” the latter in its turn being replaced by “gold 
dust,” when the interest of traders demanded a settled coinage. 
The law establishment, a State nnlit, being declared nugatory, 
private coinage was resorted to. Finally, the refusal to accept the 
greenback is shown to have been, together with other* influence, 
a cause of the general stability of prices the State has enjoyed. 

N. B. Dearle 


The Taxation of Corporations in M assachuseits . By Harry G. 

Friedman, C'olumbia University Press. (London : P. S. 

King and Son, 1907.) Price Si.fiO. 

The work before us is all the more welcome because it follows 
so closely Prof, Bulloch’s work on Taxation in Massachusetts, 
and deals in detail with that part of th(^ tax system which the 
latter writer showed to be, though not the oldest, at least one of the 
most important soiFces of revenue. The system was not unknown 
prior to the Civil War, though it was not till the great growth of 
expenditures in the ’sixties that its full developimmt was accom- 
plished.' This was one of the chief causes, but another and 
equally important one was the feeling that corporate property 
escapes, through evasion and other means, its fair share of burden 
under tlip general property tax, and the legislators of Massachu- 
setts, untroubled* by distinctions between Personal and Imper- 
sonal Taxation, or whether there was a concurrent interest held 
by the State, proceeded to make experimiriits with a viewT to^ 
equalising the shares paid by corporate and other forms of pro- 
perty. Various interesting measures are j*ecorded, especially 
those dealing. with the taxation of the shares of foreign com- 
panies; but it was the spur of necessity, added to the desire for 
equality, that finally gave the corporation taxes the importance 
they now possess. The revenue that accrues provides abput half 
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of the State requirements, and a j^ortion of that of the municipali- 
ties. * Four chapters are devoted to the treatment of the various 
forms of the tax-*mamely, the General Corporation, the Bank, 
the Public Service Corporation, and the Financial Corporation 
Taxes. In each case the history of the impost is traced, its 
results baliinced, and its methods criticised, and the same is 
done with the whole system in the final cha]>ter. The criticism 
unfortunately is chiefly devoted to«the justice or otherwise of 
methods of imposing the tax, though the discussion of, for in- 
stance, the advisability of using stock only rather than stock 
and bonds is interesting; but, like Prof. Bulloch, the author does 
not give what would perhaps be most interesting to English 
readers, a criticism of the tax in the light of general economic 
theory and its place in general municipal finance. 

N. B. Dearle 


Socialisni before the French Revolution, By William*' B. 
Guthrie, Ph.D. (New York : The Macmillan Co. ; London : 
Macmillan and Co., 1907. Pp. xviii. + 339.) 

Capital. By Karl Marx. Vol. II. The Process of Circulation 

of Capital. Edited by Frederick Engels. Translated from 

the second German edition, by Ernest Untermaim. 

(Chicago: Kerr; London: Swan Sonnenschein , 1907. Pp. 

618.) ^ 
t 

Pictures of the Socialistic Future. By Eugene Richter. Autho- 
rised translation by Henry Wright, with an introduction 
by T. Mackay. (London : Swan Sonnenschein, 1907. 
Pp. x + 134.) 

Dr. Guthrie’s work fills a gap in the history of Socialist 
thought. English readers have had little op{X3rtunity of acquaint- 
ing themselves, from other than first-hand and hardly accessible 
sources, with the development of the earlier Utopian a)Spect of 
Socialism that existed between the Renaissance and the French 
Revolution. In this work the Utopists have received somewhat 
the same treatment n as their successors, of the Revolution and 
after, have had from Herr Anton Menger in The Right to the 
Whole Produce of l^abour, 

“ Social theory the outcome of social conditions,” as Prof. 
Seligmann points out in a few preliminary pages, is intended to 
be the guiding idea of the book, and Dr. Guthrie accordingly, in 
his intrpduc^ion, sketches the development of Socialist theory’ 



1907] SOCIALISM BEFORE THE FRENCH REVOLUTION , 559 

in its connection with contemporary thought and life.’ The 
writers whom he selects were too optimistic and too revolutionary 
to have much reciprocal influence on the contc^mporary life from 
which they took their tone. Yet despite its crudities, “ pre- 
scientific Socialism had* many tendencies since absorbed in the 
comprehensive body of thought which now receives# that title. 
The author’s aim, then, is to “ gather up and to systematise the 
early ideas and ideals from ’^he most important sources, in order 
to ascertain what debt the present owes to the past in social 
thought.” 

A fourth part of the book is accordingly devoted to beginnings 
of social unrest in England, as voiced by Sir Thomas More, a 
decided reactionary, whose Utopia is only modern in that it 
“ contemplates the conversion of the State into an economic and 
industrial agency.” Although not based on the later id^.a of class 
cleavage, his work ” must l)o viewed as forecasting that modern 
Socialist propaganda in which labour asks its opportunity in the 
larger culture” (of the New Learning, in its modern form), 
” with its varied expressions in education, literature, and a^t.” 

More novel to most readers will bo the author’s treatment of 
Carnpanclla, ”a constnictive Socialist,” a “radical and revolu- 
tionary,” who is selected as typical of the “ Indcixindent ” forces 
of the seventeenth century. A world-theocracy ruled by a Homan 
Catholic j)ontiff, with a Romanist King of Spain as his vice- 
gerent, under whom all should work four hours a day, all things 
should be in common, and State officials should be electM on 
the recommendation of professors and tutors — such was Carapan- 
ella’s ideal commomvealth. Mediawal in origin and fantastic in 
form though this may appear, yet in his scope Campanella is, 
according to Dr, Guthrie, modern. For “he haS set forth the 
fact, hailed as an acquisition of the nineteenth century, that 
social development is only one phase of the cosmic process. . . . 
His work foreshadows an attempt at a synthetic treatment of 
scientific, thought. ’ ’ 

From the NcafK)litan monk, in his heretic’s prison, we pass, 
after a brief treatment of the New Atlantis, to the eighteenth 
century, and the Naturalistic school. Mcrelly, who is here 
selected for treatment, may be said to be “modern” in his 
approach to the use qji the historic method the basis of his 
theories, and in his belief in the ultimate regeneration of society 
by the gradual growth of “an enlightened self-love,” or 
“socialised egoism.” .Then follows a brief account of the 
lesser Socialist luminaries of the century : Boissel the • ‘ arch- 
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radical,*” Meslier, Mably and Baboeuf, St. Just, Linguet, Bar- 
nave* The last-named may be looked on as a link between the 
philosophic and tbe economic schools of Socialism, for he blended 
with his a priori theories the conception of the influence of econ- 
omic conditions on social progress, and'* of the slow development 
of nationahlife. 

Dr. Cluthrie's work is a clear and eminently sane exposition 
of the evolution of Socialist thought, by an author with a very 
comprehensive knowledge of his subject. There are no extrava- 
gances ; the author is never tempted into the treacherous path 
of epigram, but conducts his reader with ease and confidence 
through a jungle of theory. He should prove a safe and useful 
guide. 

The second volume of Marx’s Capital is at length published 
in English. Who should tilt at such a windmill? The volume 
contains Engel’s preface, defending Marx from the charge of 
plagiarising Eodbertus, on the idea that Marx had not heard of 
the former’s writings until after his own enunciation of the doc- 
trine qf surplus value, and, further, thc-^<^hodbertus was without 
any claim to originality in the imp of the doctrine by 

which he anticipated Marx, since A TJie Proce»9.and Iticardo had 
anticipated him therein. The RicaEngels. TA according to 
Engels, failed owing to the falsity 07 Ernesb doctrines that 
“labour is the measure of value,” anci%^ienscb cceteris i^aribus, 
capitals employing equal (|uantities and (V hes of labo:ir pro- 
duce equal profits. Of the first question Marx had for e er dis- 
posed in Vol. I. of Capital. This volume “settles definitely 
whether wages are paid from capital or income,” and aUo fore- 
shadows the revelation of a great secret, the solution of the 
“ theory of eqfial profits ” (which is not finally display ^id until 
the thii’d volume). With his challenge to the world’s ec(inomi 8 ts 
for rival solutions, the editor ends his preface to thq volume 
laboriously compiled by him from a scries of the authoi ’s MSS. 

A practical commentary on social theory is to be found in 
Dr. Eichter’s excellent little book just re-issued in English, 
^Pictures of the Socialistic Future, to which Mr. T. Mackay con- 
tributes a preface contrasting Liberalism and Socialism in Ger- 
many, and pointing a moral thereby to England. Although the 
“scientific” Socialist would complain that the cataclysmic 
change, by which Dr. EichteEs working-class family finds itself 
planted in a German co-operative commonwealth wherein 
Morelly’s “socialised egoism ” is conspicuously absent, must be 
an individualist’s nightmare, an absurd parody on the wildest 
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type of revolutionary schemes, yet there still exists a class of 
possibly uninstructed Socialists who should benefit by an object- 
lesson on the results of letting in “the Dawn and the Day ” too 
rapidly. The author’s dry humour will certainly appeal to other 
than Teutonic minds (the* translator’s apology to his readers* is 
presumably another phase of that infectious species of^ humour) ; 
and the struggle over the control of State workshops and cook- 
shops, the maintenance of equality (carried out to a point involv- 
ing the unfortunate Chancellor in the blacking of his own boots 
in the intervals of a strictly limited eight hours’ daily work for the 
State), the problems of foreign trade, and the accumulation of 
useless articles of manufacture within the Socialist State — all this 
is very concrete and ])ersuasive, and its veiled sarcasm makes it 
most entertaining reading. 

C. Violet Butler 


HisLojrc des Systcvifs Econcrniiqucs ct Sodalistvs. Par Hector 
Denis. Tome El. “ Les Pondateurs.” Paris: Giard et 
Briere, 1907. 

Why “history of systems'’? In France we usually say 
history of doctrines. The word “system “ seems a designation 
more suitable for plans to reconstitute societic's than for an inquiry 
into the laws by which they are governed. Wo may fairly say 
the system of Mercantilism, of Pobert Owmi, of Fourier, but to 
speak of the system of Adam Smith, of Picardo, or even of 
Marx, is a little baffling. 

A truce, however’, to this word-(|uibble. M. Denis’s book 
is none the less a first-class pierce of work. One might even call 
it a final pronouncement. I at least do not very •well sec how 
one could* add to it, either by way of exhaustive and well attested 
records, or in the conscientious reading of every subject wdiich 
is discussed, or in the consummates knowkalge of all the economic 
problems which are met on the way, or in tlie impartiality and 
— to speak qui|e Without exaggeration — the benevolence with 
which men and systems are judged, even where personal syiji- 
pathies are not enlisted. 

It is only in the plan of tlu^ book that the author lays himself 
open to some criticism.* To each economist Im devotes a special 
chapter, and this involves frequent repetitions, nor is it always 
clear why they arc taken in the given order. Thus in this, the 
second, volume we find* Godwin, Malthus, Eicardo, Sismondi, 
Owen, and Thompson. These writers were not exactly cotitcpi- 
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poranefous. Their works overlap for a period of about forty years. 
Other contemix)raries of Malthus and Bicardo, beginning with 
J. B. Say, are not included. Hence the order in which they 
are here connected is not chronological, nor do we discern any 
chain of scientific priority linking these notable men. M. Denis, 
it is true, ^locs explain his grouping : “ The pc'ssimistic dynamics 
(of Malthus and Bicardo) afford a contrast to the optimism of 
Bicardo’s statics, and bring about an optimistic reaction in Sis- 
mondi, Owen, and Thompson.” Well, that is a somewhat com- 
plicated solidarity, the more so wdien wo try to think of Sismondi 
as an optimist. But then there is nothing more difficult than 
to devise a scheme for writing a history of doctrines which will 
give a purview of the whole economic movement, and at the 
same time throw into relief the relations of solidarity and of 
strife, of filiation or of reaction existing between different 
doctrines. The attempt has sometimes been made to substitute, 
for the chronological order, a separate account of different schools, 
notably in the histories of Bechaux’s and of Bambaud’s doctrines. 
But then we snap the one bond w^hich connects across tlu' centuries 
all schools, how^ever opposed they may be. We may say that 
a good system for writing the history of doctrines is still to be 
found. 

Sismondi, among all the great economists just enumerated 
who are discusse^d in this volume, holds the first place in M. 
Denis’s admiration, and this is no more than just. It is no exag- 
gerated homage to say, as he does, of Sismondi’s work “that 
it has been the starting [>oint of all the modern schools wdio have 
broken off from, or have openly attacked,, the abstract school 
descended from Adam Smith, from the historical school to coll(‘C- 
tivist socialism.” And even from the standpoint of practical 
reform, although Sismondi modestly denied, as being a task 
beyond his jxiwers, having offered a solution of the social problem, 
or even having conceived an economic organisation essentially 
different from the existing organisation, nevertheless, ^M. Denis 
points out that agrarian legislation for Ireland since Gladstone 
has but realised the very definite suggestions given by Sismondi. 

Next to Sismopdi it is Thompson with whom our learned 
colleague of Brussels is most in sympathy. To Thompson he 
ascribes the merits of having been the first to deduce from the 
principle that value is based on labour, the logical conclusion 
it involved, but which had not even entered Bicardo’s mind. 
And that is, that the whole produce of, labour ought to belong 
to thQ labourer. Thompson is highly honoured to-day, even as 
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Eodbertiis is, and as all pioneers become in time. There may 
be some exaggeration herein, the more so that pioneers bceome 
finally dethroned by other pioneers; nevertheless, it is well to 
draw the attention of French economists to Thompson, who is 
for them an unfamiliar figiirc. M, Denis points out that his name 
is omitted from the Diclionriairc d' Economie Politique^ published 
in 1892, under the editorship of L(k)n Say and M. Chailley. Only 
he must not forget to note^ in a subsequent volume, that the 
name of Cournot, a Frenchman, is not included cither! 

With Eicardo and Malthus, the two great founders of economic 
pessimism wdiosc'. names wall (wer remain inseparable, M. Denis 
has no intellectuaJ sympathy. He does not, however, withhold 
the justice duo to tlifun. Ma {thus especially he admin's for having 
ijitrodiiced tlu- fdiysico-biological factor into econojnics, and as 
being in consciqvience one of the creators of sociology. Notwith- 
si-anding this, he gives utterance^ in this connection, lo certain 
estimates which, falling from the pen of so amial)]e a wTiter as 
M. fairl}^ astonish ns. ]s it just to say that Malthus 

“subjected lumianity to the dominatiem ot lowei’ instincts, and 
shattei‘(xi ilie veiy idea, of a moral evolution fit normally to 
contain the principle of population “? Or, again, that he taught 
“all moral j)rogr(?ss will have as its lesult the niiu of society”? 
Is uot Maltlius’s real (ioetjine this, that if, in the past, the sex 
instinct has heen suffered to have free ndn, and to prevail, up 
to tlic present, in its juost brutal forms, bringing along with it 
|X)verty and the struggle for life, in the future, on the conirary, 
moral restraint will suffice to maintain jxjpulation wdthin the 
limits deemed desirable, and will render su})erllu()us the cruel 
sanctions ol‘ nature? M. Denis himself adopts this point of view^ 
when he wudtes, “it is impossible not to be impressed by the 
severe and austcu’e beauty of couce{)tion underlying the chief 
work of Malthus.” The only question embarrassing frorii the 
moral point of view which should have been raised — and we regret 
that M. Denis passes over it in silence — is to know wdiether, by the 
words “moral refr^raint,” Malthus understood total abstention 
from all sexual* connection before marriage, and very intermittent 
use during marriiige, or whetiier ho did not admit, with the ifeo- 
Malthusians, voluntary sterility in sexual connection? If certain 
sayings of the reverend author seem to require the former inter- 
pretation, the rather utilitarian character of his ethics seems to 
authorise the latter. 

M. Denis’s book, which is of the highest value for professed 
economists, will probably be less appreciated by the general j)ublic, 
• No. 68.— YOL. XVII. E R 
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and even by university students. Its form is somewhat austere^ 
and* all that may be called picturesque in the subject matter, all 
that might serv(| as illustration, and to pique the curiosity of 
the reader, is a little too much despised. To quote but one ex- 
anlplo, in the (*hapter on Sismondi there is not even mention 
made of tlio famous problem : — What would happen if all the 
machinery in England could be set in motion by a single handle 
which a single person, say the Queen of England, could turn? 
And yet the qia^stion makes a great imprc'ssion on an audience, 
as we hava^ proved several times. 

The book contains by way of appendix a magnificent biblio- 
grajihy, and somc^, diagi'ams and plates, among which are fac- 
similes of 0\\ on’s Labour Notes, or bills on the Bank of Exchange. 
The table of contents, on the other hand, is entirely inadequate 
for the inquirer. There should be a highly detailed index. This 
may j)rol)al)ly appcair at the end of tla^ work with the last volume. 
There arc* certain to be five or six vohmu's, judging by the 
proportions of the two already published. , 

(hi ARLES GtDE 


Le problevic agrairc du i':)Ocialis‘mc — La Viticuliure indiustricUe 
dll Midi dc la France. Par Auge-Laribe. 8vo. Pp, 362. 
(Paris : Giard et Brierc.) 

The first half of this book’s dual title is chielly oiaia- 
memal ; the latter is the true one. The sidqect is a some- 
what technical inquiry into the organisation, processes, 
and difficulties of viticulture in the south-east of France, 
a region where land and |xipulation are practically monopolised 
by that culture. And since the author is himself a native of 
those parts, and lias sliown himself an expert on the subject in 
various publications, the present monographic study is an excel- 
lent f)reRentmcnt of facts, and could in this respect scarcely be 
surpassed. 

The former title, however, has some justification in that the 
author makes his monographic inquiry lead up to the great 
problem put forward by the Marxist school, namely, how to intro- 
duce industrial organisation and concentration into agriculture. 
Does the evolution. of wine-growing in the south of France demon- 
strate the accuracy of this so-called law so imperiously enunciated 
by collectivists and even by many economists? Do we see small 
peasant undertakings being gradually absorbed by large industrial 
and crpitalistic properties? M. Auge-Laribe, whose sympathies 
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are collectivist, would fain be able to answer in the affirmative, 
but, his scientific probity being above reproach, he frankly admits 
that the facts do not bear out such an assertion| He shows that 
the small proprietors so far have held their own fairly well, and 
will do so far better when4ihey have learnt to, avail themselves of 
the resources which are placed at their disposal by qp-oporative 
association, and which have already resulted in some very en- 
couraging experiments. Still, for the sake of his colours, he con- 
cludes with these wurds : — It is very probable that in the future 
the supremacy of capital will be more definitely /isscrtcd. ,Wc 
may admit, therefore, that the Marxist theories will still hold good 
for the wane-producing districts of southern France, but that the 
economic evolution which must prepare the way for (3ollectivisin 
is slow and uncertain.” 

If the chapters devoted more specially to viticulture^can have 
no interest for English n^adeu’s, the same cannot he said of 

the chapter dcvot(;d to the agricultural proletariate, and to the 
efforte nuulii in trade-union organisation, and even to the strikes 
among rural labour. Such facts as these arc interesting j;o all. 
Some of th(\so si.rikes have not been unaccompanied by violence. 
The reduction in tlu; piice of wine has checked them for a time, 
but it is likely ihat they will re-commence when thad price goes 
up again. M. Augc-Tja.nbe is of opinion that the wage question 
in viticulture can only be settled by collective bargaining between 
the pro [iri( 'tors on the one hand and the labour organisations on 
the other. 


Charles Gide 



NOTES AND MEMORANDA 


SlIGAB AND THE TARIFF ^ 

Tt was natural that an inquiry into the present state of the 
sugar industry should resolve itself into a discussion of the 
merits of th(‘ ihaissels Convention — an international agreement 
for bringing to a close a fiscal system which dominated the 
fori un(‘s of the industry for nearly lifty years. The Tarilf Commis- 
sion, having set out to ascertain the verdict of the trade, rqxin 
the working of this unique experiment, has reached the follow- 
ing conclusions : — The Brussels Convention abolished State 
bounties; and, in consequence, Kartells became impossible. It 
has checked imjiorts of refined sugar into the United Kingdom, 
and encouraged supplies of raw cane sugar from the Colonies and 
elsewliert; ; it has stimulated British exports of machineiy and 
confect 101 u\ry, and has steadied prices. To establish these excel- 
lent^' results the Convention should be maintained; but its use- 
fulness might be extended by the substitution of countervailing 
duties for prohibition and by the adopj^ion of a system of 
reciprocal imperial preference. 

The c^videmee of witnesses, replies to forms, an abundance of 
statistics, and some si>ccial Memoranda furnish the basis of these 
conchisions. “Confectionery” might have been more strongly 
n‘-presented among the “ witnesses,” but the Sugar Users' 
Journal has made us familiar with the opinions of this section. 
The “replies” are more comprehensive ; i indeed, interested 
persons, as sugar refiners, manufacturers of confectionery, choco- 
lates, jams, syrup^s, and aerated waters, as well as produce 
merchants and brokers, present such a medley of facts and 
arguments that there is some difficulty in reconciling conflicting 
views and in adjusting the various claims. Thej-e are one or two 
conspicuous omissions from the statistical evidence : tables show- 
ing comparative total and per head .consumption in various 

^ *3ee Report of the Tariff Commission : Vol. 7, vSugar and Confectionery. 
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countries and the comparative growth of production in cane and 
beet countries would, wc think, have been more useful for general 
reference than some of those supplied. The M^Rrioronda contain 
an excellent summary of the Kartell and bounty systems, and 
statements by the West India Committee and the British Sugar 
Refiners’ Association. 

We are not sure that conclusions flow so readily from the 
premises as the report suggests. The simple fact that sugar is 
either a finished article or a raw material according to the indi- 
vidual standpoint creates antagonism at many points and robs the 
evidence of cumulative weight. 

dlAe abolition of the bounties has not affected bulk imports 
of sugar and molasses into the United Kingdom. The annual 
average for the five years, 1902--G, expressed in terms of raw 
sugar, was 34,763,000 cwds., as against 34,717,000 cwts. for the 
period 1897--1901 ; but the percentage of refined siigar has 
declined from 58'8 to 56‘5. This is prf/ud fade evidence that, 
whilo consumers and the sugar-using industries have not suffered, 
increasing imports of raw sugar have given em|)loyment to 
British refineries atul a stimulus to auxiliary trades ; but other 
factors, c.ry., prices and sources of supply, must be considered 
before any definite statement is made. 

Undoubtedly, since the bounties w^ere proportion at oiy larger 
on refined sugar, the margin between qiiotations for niw and 
refined sugars has improved—a change which tells in favour of 
tiu^ refiner; but as regards the general level of prices, \v(! •igree 
with a witness who says “that the direct result of f-he Conven- 
tion corjh'l not do m^re than raise the price to 9.s'. (kl. pea* cwt. 

. . . the natural cost of jiroduction ” (131).^ It should he 
remembered, however, that the sugar duty w'as re«imposed when 
prices were abnormally low. Prices have risen to a, natural 
figure, but the tax still remains— as sugar users deplore. 

It is of some consequence to the manufacturer of sugared 
goods whence he draW'S his raw material. Tliere has been a 
slight (livej-sion ofAIlritish imports of raw sugar froju the Con- 
tinent to cane/ countries. Total average imports of raw sugar 
into the United Kingdom in the last two quinquennial peri&ds 
have increased from 13,598,000 cwts. to 14,0^4,000 ewds., but the 
proj)ortion from beet countries has fallen froiji 70'5 per cent, to 
65‘8 per cent, .The increased cane supplies come mainly from 
Java, Peru, and the British West Indies, but are a very fluctuat- 
ing quantity. There is, a general feeling in the trade thot the 

^ Tho figures in parentheses refer to paragraphs in the Report. 
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prospects of the West Indian .industry are still precarious, and 
one ’reason is given by a witness in these words: — “Hitherto 
they have sliowij little inclination to adapt themselves to the 
necessities of the case and to supply the class of sugar principally 
used in this country” (153). 

But while the confectioner has found West Indian sugar 
unsuitable to his requirements, he has also no grounds for pre- 
ferring Ihiglish refined sugar. Htf relies almost universally on 
German granulated,” because it is of uniform quality and 
does not need to be tested. Another reason is stated as fol- 
lows : — “ Importers will not continue to pay freight upon raw 
uort^fmed sugar when sugar can be refined with every facility 
abroad, with freights paid only on the finished and pure article ” 
(153). 

Refiners, in pressing for a “ reasonable British fiscal tx)licy,“ 
hope for “ the extensive cultivation of sugar beet in agricultural 
England,” and, apparently, reconcile this happy event with the 
development of the “great }X)tential supplies of cane sugar in th(^- 
West Judies and elsewhere” (125). It would be interesting to 
hear the views of colonial planters on this point. 

Summarising very briefly the results of the Brussels Conven- 
tion, w'e should say that, while it has given a little stimulus 
1,0 the home refining industry, the net gains to the sugar-using 
industries and to the West Indian colonies are inaj>preciable. 
The*, former find that cheax>ened continental sugar has increased 
its uSes and created formidable competition ; the latter merely 
share the advantages with rivals who are better equipped and 
quite as keen to seize the occasion. 

The Report gives us to understand that tht* Convention is an 
advance on pilwious policy, and that the comparative jx)verty of 
its results is due not to any unsoundness in its principles, but 
to their faltering application. Hence, it approves the refiners’ 
demand for a countervailing duty, not merely in substitution of 
the prohibition of Russian and Argentine sugar — a very trifling 
matter — but such an increase of the existing duties on imported 
refined sugar, variously estimated at from 1.9. to 4s. 2d. per cwt., 
as would “counteract the remaining bounties, which consist in 
reduced continental railway rates, subsidies to foreign shipping, 
&c., also preferential through rates granted by British railway 
companies, local rates, and Imperial taxation ’’ (252)— not to 
mention the “foreign surtax of 6 francs” and “conditions of 
labour which would not be countenanced by public opinion in 
Great * Britain ” (236). A “small surtax on foreign refine(i 
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sugar ’ ’ seems scarcely appropriate or adequate to cancel all these 
differential advantages — some of which cannot be included in the 
bounty category by any amount of straining of^ fiscal definitions; 
but, in its original acceptance, the Brussels Convention gave 
implicit sanction to the policy of using the tariff as a means of 
meeting unfair competition, and the proposal to build op a defen- 
sive tariff is a perfectly logical development of that position. 

Although refiners are unanimous in demanding a suri-ax on 
foreign refined sugar, they do not agree as to the probable results 
of such a duty. Here are two representative opinions ; — “ The 
first effect would be to occasion a rise in the price of nearly the 
full amount of the duty, but while some [of our dinxffors] think 
this would be maintained, others are of opinion that the increased 
production which would be stimulated would soon rc'duce the 
price again to the normal” (Lyle, 252). Again, “It would not 
reduce tlu^ cost of production, nor would it increase employment 
or wages, . . . The position would be unaltered with the excep- 
tion^of placing the British manufacturer on an equality with his 
foreign rivals” (Tate, 250). ^ 

On the other hand, sugar users condemn the proposal with 
one voice. Tho re-imposition of the sugar duty in 1901 already 
has enhanced the cost of their raw maierjal, and Ihc'y have not 
been compensat('fi by an adequate' increase in the price of sugar 
manufactures. In fact, the demand of the sugar-using trades 
for the abolition of the duty is quite incompatible with the 
refiners’ demand for its increases There are important ckstinc- 
tions in the two positions. First, the demand lor sugar as a 
necessary food-stulf» is inelastic, and, therefore, a small rise in 
price mx'd not disturb the refiner ; but for sugar I'egarded as the 
raw^ material of certain non-essential foods and luxuries the 
demand* is variable, and experience shows that increased prices 
spell decreased sales. Secondly, the relative importance of the 
two branches of the industry must be borne in mind. If all the 
foreign Refined sugar consumed in the United Kingdom— -three- 
fifths of the total* consumption were refined at home, it would, 
give additional employment to 7,000 persons (254) ; the sugar- 
using industries, which were in their infancy in the mid-eighties, 
employ, on a very moderate estimate, 100,000 persons. More- 
over, “ a very large proportion of the labouj; in a sugar-house is 
unskilled ” (IQS) ; wages range from 255. to 30s., and discharged 
hands drift easily into other trades (110). But a good operative 
confectioner is a skilled workman earning from £2 to £S a week 
•(145), and the cry of the trade is for more “ men of soun4 know- 
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ledge, n^liability, and thoroughness’' (152). Some transference of 
capit 0 ;l and labour from a lower *to a higher form of employment, 
happily, has resulted from the chaos of the bounty system, and 
any action, fiscal or otherwise, which would arrest this develop- 
mei'it must be deprecated. 

The competition of articles imported and sold below cost of 
production ?n the country of origin is very limited. By-products of 
sugar manufacture do not come within the scope of the Con- 
vention, and American glucose and syrup are sold here at a non- 
competitive^ figure. Also, sugared goods, such as peels, 
preserved in glucose, encouraged by concealed bounties, find 
their way even from Convention countries. Otherwise, competi- 
tion is restricted to special lines : e.g., Swiss milk chocolates — the 
manufacture of wdiich is assisted by cheap W'ater-|)ow'er ; and to 
inferior stuffs which cater for a low-class trade. 

The application of the Brussels Convention to by-products is a 
fit subject for submission to the Permanent Commission or for 
diplomatic treatment, but as regards competition in sugared 
goods there is no general desire amongst British manufacturers 
for a retaliatory duty. Such a duty could only be considered in 
relation to a general tariff embracing such articles as bottles and 
paper which the confectioner wishes to import as cheaply as pos- 
sible. The balance of advantage to any given trade under a 
general tariff is a doubtful quantity, and the manufacturing con- 
fectioner, for one, lays much greater stress on having unlimited 
supplifs of duty-free raw materials. Granted this, he will fight 
foreign tariffs with his own weapons. 

Finally, there is the question of colonial preference. British 
refiners would like to share in any benefits accruing to the West 
Indies from Canadian preference by its extension to all British 
refined sugar ; they propose to attract colonial raw^ sugar by 
means of a preferential tariff, and refine for exjxjrt to Canada 
under the preference to Great Britain. What does the Canadian 
refiner say to this idea? And of what value is the Canadian pre- 
ference to the West Indian planter when “ practically the whole 
of the rebate is deducted from the price offered by 'the refiners*’ 
(272)? 

The President oi the Clyde Sugar Refiners’ Association 
says: — “Wo do not look forward to any development of our 
export trade. The Cape is getting sugar from Arnerica and the 
Mauritius ; and in Australia they grow and refine just about 
w^hat sugar they want ’’ (109). Messrs. Lyle say “ We find 
that our, colonies protect themselves so highly that we can do’ 
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no trade with them ” ; Messrs. Tate : — “ We do not think that 
colonial or other preferential tariffs have benefited ns in any 
way ’’ (275). The export trade is, indeed, an insi^niificant 
matter, amounting to but three-quarters of a million evvts., out of 
thirty-two million cwts. • 

Similarly with regard to sugared goods. “ The^ duties have 
generally been fixed so high on confectionery that even with the 
preference the wall is insurmountable except for special lines' 
(280). The export trade is estimated at 10 per cent^of the total, 
and, though the main outward drift during the past five years 
has been to British possessions, we note that free-trade India is 
responsible for 288 /)00 out of 483,000 cwts. of sugar and for 
£167,000 out of £674,000 worth of confectionery. 

It is not clear that we havti forfeited any substantial advantage 
under the Brussels Convention by undertaking to grant no pre- 
ference to colonial sugars; and, seeing that tlie confeidaoners 
grievance has been removed by our withdrawal from the penal 
clause, it becomes, if not a highly useful, at least a harmless 

instrument. • 

E. Cozens Cooke 


THE EFFTCIENCy THEORY OF WAGEB4 


The point of departure of this article, as well as the sense in 
which the word efficiency is used, will be made plain by review- 
ing a few' points in Brofessor Marshall s tr6)atment of the theory 

of w^ages. * . . 1 > 1 

After noting that the '‘phrase, the clliciency of woikeis, has 

some ambiguity,” Professor Marshall defines efficiency- wages as 
“earnings measured, not as time-earnings are wjtli leference to 
the time sp( 3 nt in earning them, and not as piecework earnings 
are with reference to tlie amount of output resulting from the 
work by which they are earned, imt with ladcirence to the exer- 
tion of ability anS efficiency required of the worker ” {Principles, 
4th ed pp. 630-631). So far aa I am aware, this descriptjpn of 
effidency wages is a.s near as 1-i'ofcssor Marshall approaches to a, 
formal definition of efficiency. He has recorded his objection to 
“ bold and rigid delinitions ” in economics aS nol compatible with 
the nature of dhe subject matter, and as being the origin of mis- 


* Several toohnioal points in tliis paper arc more fully treated in an article on 
“The Differential Law of Wages” which will appear in an early number of the 
Journal of the Statistical Society. 



572 


THE ECONOMIC JOURNAL 


[dec. 


nnderstaiiclings and a “ frequent source of controversies that have 
diverted energy from constructive work, and have hindered the 
pi’ogress of the science.” In case of doubt as to the meaning of 
terms, he has told us to ” look to the context for a special inter- 
pret^tion clause ” (Bk. II., p. 121). 

The fifth chapter of the fourth book of tlie PrincAplcs of 
Economics opens with this sentence : — ” We have next to con- 
sider tile conditions on which depend health and strength, 
physical, mental and moral. They are the basis of industrial 
(Thciency, on which the production of material wealth depends.” 
The most g('.ii(u*al conclusion as to the relation of efficiency to 
wages is reach(‘d in IViok VT., p. (530 : \Vt> may then ogard 

conpxdition, or, to speak more exactly, economic frci'doni and 
enterprise, as tending to make time-earnings in occupations of 
equal difficulty and in neighbouring places not equal, l)ut pro- 
portionate to the efficiency of the workers.” 

The sense in wdiich the term efficiency is used in this article 
is the sense in wdiich it is used by Professor Marshall in these 
quotations, and the problem wffiich it is proposed to invc'stigate 
is the following :”--How can the generalisation that waiges are 
liroportionate to efficiency be inductively tested? Is the truth 
of the generalisation limited to the hy|X)thetical state of perf(‘ct 
competition, or is it approximately reached in the industrial 
world ? 

Incidentally, it may bo observed that wc have not thus far 
come nearer to a solution of this problem than to offer an artless 
paralogism heaving its origin in the ambiguity of the term 
efficiency. At one time the term is used to signify the physical, 
mental and moral qualities of the laboinor, his “general 
sagacity and energy,” and at another time it is taken to signify 
the measure of the labourer’s product. The theory is th<^^n pro- 
}X)unded that efficiency — implicitly in the first sense — determines 
the amount of reward, and this is thought to be proved by slip- 
ping into the second sense in which actual product is taken as 
the measure of efficiency. The net result of laborious reasoning 
is that the labourer gets what he gets. 

Preliminary to any attempt to give a statistical test of the 
doctrine that wages are distributed according to efficiency, we 
must know two things : (1) the actual distribution of wages in 
some large group of labourers ; (2) the law of the distribution of 
efficiency among the selected group of workers. These two 
desiderata we shall consider in order. 

The wolume on Employees and Wages, published by the 
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Census Bureau of the United States, in 1903, offers a large range 
of wage statistics relating to American manufactures, tabulated 
according to wage groups. For example, it, is record( 3 d that in 
the woollen mills in 1900 wages ranged from less than f'd.OO per 
week to $72,50 per w6ek, and the numbers receiving wages 
within these limits is given for every fifty-cent group. Thus, out 
of a representative total of 4, G08 in all occupations in that indus- 
try, 301 received between $9^00 and $9.50 per week. Similar tables 
are given for thirty-two industries. In order to %^ascertain the 
distribution of wages in the whole of rnanufactiires, thirty of the 
thirty-two schedules were combined into a general schedule. In 
this way the distribution of weekly rates of wages in one-dollar 
groups was ascertained for a total of 160,055 labourers. Th(^ 
labourers in this case included males sixteen years and over, in 
all sections, all occupations. The graphical description of this 
general schedule, between the limits $3.15 per week and $36.95 
per week, is given by the zigzag line in the accompanying chart. 
Bf referring to the chart we sec that the greatest nund)or of 
labourers, about 15 per cent, of the total number,, received 
between $9.00 and $10.00 per week, and that there was an 
aggregation of wage-earners at definite weekly rates, c.g., at 
$7-8, $9-10, $12-13, $15-10, $18-19, $21-22, '$24-25, $27-28, 
$30-31. These w^eekly rates are equivalent to customary daily 
rates of $1*25, $1-50, $21)0, $2-50, $3-00, $3'50, $4-00, $4-50, $5‘00. 
The general wage schedule upon which this wage curve is based 
fulfils the requirements ^f our first desideratum. * 

We have next to inquire as to the distribution of cfSciency. 
Professor MarshaTTs discussion of the “basis of industrial 
efficiency ” suggests the clue to a preliminary hypothesis. 
According to the quotation from the Principles of Econornics 
already given, the “basis of industrial (dliciency ” is in health 
and strength, physical, mental and moral. Moreover, “ we may 
say that w^hat makes one occupation higher than another, what 
makes the workers of one town or country more efficient than those 
of another, is cliiefly a superiority in general sagacity and energy 
which is not specialised to any one trade ” (Principles, p. 286). 
Eecent investigations by Prof. Karl # Pearson ^ and Ins co- 
workers have established that the distribution not only of the 
chief physical characters in man but of his mental and moral 

1 Karl Pearson, F.R.S., and Alice Leo, B.Sc., On the Laws of Inheritance in 
Man, Biometrika, Vol. II., p. 395. Karl Pearson, F.R.S., On the Relationship of 
Intelligence to Size and Sha*pe of Head, and to other Physical and Mental Cliaracters, 
Biornetrika, Vol. V., p. 106. 
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.qualities' as well is described with sufficient accuracy by the 
normai or Gaussian curve. The particular hypothesis made in 
this paper is that the dist]’ibution of “general sagacity and 
energy “ among labourers, which is itself a balance of efficiency 
doterlnined by physical, mental and moral qualitie^s, follows the 
Gaussian law. 

The normal or Gaussian curve is re})resenlcd graphically in 
Fig. 1 by either of the two curves A M B, a ni b. If from a 
hornogemeous, group of men a largo numheu’ of miuisun'menf s of 
any physical 'character be made, for example of stature, it will 
be found that the measurements may be arranged in such a way 
that the I’elativi^ fivqueJicic'S of the deviations I'roiii the average 
measurement will, when plotted, produc(‘ a curve' a))}>n)xiinating 
this type. deviation in excess of tlie average stature is 
measured to the right of T[X)int 0, on the line or, and the cor- 


Y 



responding frequency of the deviation is them plottesl perp(‘ndi(‘u- 
larly at the limit of the deviation. Similarly, deviations below 
the average are rneasunal to the kdt of the |H)int 0. Wink' tlu' 
two sides of the curve are generally symrnetnealiy disj^osed about 
the maximum ordinate, the concentration of the in6asuremcnts 
about this ordinate varies with the standard deviation.’ The 
standard deviation of the curve a m b is twice tfuit of the curve 
4 M ik 

^ The standard deviation of a series of DieaRuromonts is tiie Krj[iiaro root of tiic 
mean square of tbe deviations of the mcaHuromonts from tlic avera,qi.; nicfiKiircmoDt. 
H a series of n raoasurerrioTjts bo represented by vh, .... Uie average of 

which is A, the standard deviation is 
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Assuming, then, that “general sagacity and energy” ia 
disiributed according to the Gaussian law, we require to* know, 
beforii we proceed to a statistical treatment, how much on the 
average the members of a sample population differ from each 
other. It one thousand individuals are selected at random* from 
a iK)pulala()n distributed, in respect to any particujar character, 
accordiog to the Gaussian law, how much will the irth individual 
differ, on the average, frr«n the (^i-fl)st individual, wlien the 
nuvmbcu's of the sample pojnilation are ranked irv the order in 
which they possess ihe particular character? 

1'his ])JT)blem in a generalised form was'proposed, in 1902, 
by Mr. Francis Galtonl and was solved by Professor Karl 
l^earson,'*^ wIjo named the problem Francis Gallon's hidividual 
l-Uffcrcnce P ruble in Pialistics. Professor IVairson reduced 
his solution to a form by means of which it is possible to com- 
put(‘ (h(‘. diffcuamcc between any two individuals in a sample 
|'oj)alation (»f any size. From his formulas I computed a sample 
pcvfMilation of one hundred menil)ers wdiich will be referred to, 
in the j'enjaimlt'r of this arti(*le, as the standard population. By 
means of this staiidai'd p(j])ulation it is possible to make such 
stattmnmts as tlie folhnving Assuming that efficiency is dis- 
ti'ibiUod according to the Gaussian law, the difference between 
th(‘. most ehieient labourer and his most efficient neighbour, in a 
standard po[)ulati(in of lOU, is | times the standard devia- 

lion f>f th(' general population from which the one hundred indi- 
viduals are taken as a sample. The difl'erenca? between 4he 50th 
and th(‘ 51st individual is ()'02506b times the standard deviation. 
In like maniK'r tl#e ditlerema' between any particular individual 
and the haist etlicient member of the group can be given. This 
standard ]) 0 |)ulatioi) supplies the second desklcratiim of our 
probkhu. 

Tlu^ ambiguity in the word efficiency, the confusion of 
(pialities in the worker with the measui'c of his product, has 
already been advertcal to. The fact accounting for this con- 
tusion, namely^ that with a given degree of efficiency, of 
“ sagacity iind energy,” the product of the labourer is a function 
of his envirfUinuait, is important for our jxroblem. With the dis- 
tribution of ellicieucy among a group of labourers according to a 
given law, the appoj’tiomncnt of their inccMiie will vary according 

^ Francis Gaiton, F. U.S., The Most Suitable Proportion between the Values of 
First and Second Prizes. Biometrika, Vol. T., pp. 385-390. 

- Karl Pearson, F. R.S.^ Note on Francis Oaltou’s Problem. Biometrika, Yol I. 
pp. 390-399. 
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to the economic environment in which the sub-groups of 
labourjors are placed. It does not follow that because “general 
sagacity and energy ” among a large group of labourers is dis- 
tributed according^ to the Gaussian law that, therefore, their 
income will be distributed according to tfie same law. Unskilled, 
unorganised labour works under different conditions from those 
of skilled, oVganised labour. The strategic advantage in bar- 
gaining enjoyed by the latter group enables them more effectually 
to exploit their environment, and, consequently, although their 
income woulo be apportioned within their group according to the 
differential efficiency of the members of the group, and, although 
the income of the unskilled labourers would be similarly appor- 
tioned within their group, the fact that the two groups worked 
at dift'erent levels would cause the form of the distribution of 
individual incomes to vary from the symmetrical Gaussian curve 
in the direction of a |X)sitively skew distribution. It is necessary 
to make allowance for this factor in our problem. 

An approximate measure of the importance of this factor lias 
been attempted in the following way For theoretical reasons, 
which are given in the article on The Differential Law of Wages, 
to which reference has already been made, the range of wages in 
the general wage schedule of manufactures in the United States 
was taken as between the limits $3.15 and $35.95 per week. 
The minimum wage received in the general group was accord- 
ingly $3.15, and the average wage of the whole group was $11.43 
per we^k. Of the total wages received by the general group, 
35 29 per cent, was divided between the less efficient 50 per cent, 
of the labourers, the remaining 6471 per cent, of the aggregate 
wages was divided among the more efficient labourers. The 
standard population, composed of one hundred members, was, 
therefore, divided into a first and second sub-group, the former 
composed of the fifty least efficient members, receiving 35'29 per 
cent, of aggregate wages, and the latter, composed of the fifty 
more efficient members, receiving 64 71 per cent, of the total 
income. It was assumed that the total wages received by the 
standard population was one hundred times the avenage wage in 
the general wage schedule of the United States, namely, 
$1143.00. . 

The series of hypotheses affecting the standard population 
may now be recapitulated : — 

1. Efficiency is distributed among the one hundred members 
according^ to the Gaussian law. 
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2. The sum distributed as aggregate wages equals one. 
hundred times the average wage received by the representative 
group of American manufacturing labourers, that is to say, 
$.1143.00. 

3. The less elBcient iifty imunbers receive 35'29 per coAt. of 
the total income, and the more efficient fifty membcjrs divide 
between them 64‘71 per cent, of that sum. 

4. The minimum wagev of the first sub-group is $3.15, the 
same as the minimum in the manufacturing schedjule. 

5. The shares of total wages going to these sdb-groups are 
distributed according to the differential efficiency of the members 
of the respective sub-groups, that is to say, each member of the 
staiidard population receives the minimum w^age of hi« sub- 
group plus on addition proportionate to his differential efficiency 
over the least efficient member in his sub-groui>. 

Those hypotheses suffice to determine the dit^rihution of 
wogos among the standard population according to the conditions 
of jlio efficiency theory of wages. Jii order to compare this 
theoretical distribution with the actual distribution in American 

t 

manufactures, the w ages of the standard population wore collected 
into groups of one-dollar range, and the perc(;n1ages of the total 
population receiving wages between the several group limits were 
ascertained. In this w^ay, for example, it was found that 13 per 
cent, received •between nine and ten dollars {xu' week. As the 
standard population is so very small, the distribution of wages 
among its members, if plotted in the usual way on th# chart, 
would be represented by^a series of scattered points, which would 
give but a very i^idefinitc idc'a of the measure in which our 
theory is borne out by the facts. Jnstcad, therefore, of simply 
recording these scattered points, the smooth cv^rve that passes 
as near as possible to these points was computed and is drawn 
on the chart. The general conformity of the smooth curve to 
the zigzag line is the measure of the eonfoi'mity of facts and 
theory. 

(Considering Uie nature of the statistical material, the small 
size of the slatidard population, the impossibility of determining 
accurately the effect of the strategic advantage of organisation, 
the chaii^ees of error in the estimation of tfie minimum wage, and 
the imperfect working of competition, it^s regarded that the 
general agreement of* theory and fact is remarkably satisfactory. 

1 may be permitted to suggest tw^o directions in which the 
theory of the standard population may be used i — 
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1. Just as the wage^ group luvs been broken into sub-groups 
of unskilled labour and skilled labour, so the whol(> class in 
society who receive productive incomes, as , contrasted with 
incomes fiom capital, may be divided into appropiaate sjib- 
group^; and the law of tRe distribution of their incomes tested 
according to the efficiency theory. The efficiency* theory of 
protit would lend itself to this form of investigation. 

2. The raiionale of Pareto's curve of distribution of income is 
suggested. A'ariations in the value oi a have been'pBtablishcd 
for different conditions. A partial, but fundjinigntal cause for 
the stability of the average value of a, as welXas for its varia- 
tions, will probabl}^ b(' found in the economic facts discussed in 
this paper. 

Henry L. Moore 

Columbia Untvkusity, Nfav York. 


The Seventh Congress of the International Co-operative 
I nik Alliance. 

The International Co-()p('.rative Alliance was formally insti- 
tuted in the year 1895, in London ; that is to say, its statutes 
wore there established by vot(.o Ihii its birth n^ally date's from 
ten years (^arlicuc* Prom the date, of tlie cojigross of the English 
Co-operative Union, lieJd at Oldliani in 1885, certain Prench and 
English co-operatives, among whom Messrs, do Boyve and^^an- 
sittaa t Neale must especially b<' inontionod , sod, themselves to 
organise it. By meafis of such an Alliance the founders sought 
a, hove all to biijig together the leaders of the iriovenient in dilf(,u'ont 
countries, and, to (]Uote from M. de Boyve’s report,* “ to concen- 
trate the ‘best eJements from the various classes of society, so as 
to attain step by stej) to social peace and the brotherhood of 
peoples.” The methods pro|)osed were proht-shanng and co- 
partnership. 

But the Cooperative Alliance has diverged widely from the 
original programme. In the first place, it has lost its acadeipic 
character, and has come to be a sort of^ international Par- 
liament of/Tio-oporation. Whereas the numbers were main- 
tained at first by co-option, this is now effc.cted by election. 
And, as is only .natural, it is business men w'ho are nominated 
rather than theorists. Nevertheless a high level has up to the 
present been maintained, and the Central Council is com[>osed 
of nearly all the most eminent co-operators in Europe. 

* No. 68.— VOL. XVII. • s s 
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Besides this, the ideal of social peace to be won through the 
union of labour and capital, through profiVsharing and co-partner- 
ship, no longer (occupies the forefront in the programme of the 
Alliance. We may even go so far as to say that the tendency is to 
substitute more and more an anti-capit&listic attitude. Thi$ evolu- 
tion is duetto the influence of delegates from distributive co-opera- 
tive societies, with federalistic tendencies, who want to. transfer 
industrial management and profits ironi capital to the consumer. 
This is what we ourselves have called the reign of the consumer 
as bound to succeed the reign of capital.” And as to labour itself, 
the inclination is confer on it, not a share in the proceeds, but 
only a ” fair wage.” We know that the Manchester Co-operative 
Wholesale has always refus(^d to grant its employees a share in 
the profits, and has deemed it sufficient for them, if they belong to 
the societj^, to benefit solely as consumers. 

Federalistic co-operation is not far removed from socialistic 
collectivism. Indeed, those societies affiliated to the Alliance who 
profess tliemselves Socialists —notably the Belgian co-ope'rators 
and s6me among the French and the Italian — are trying to push 
the Alliance along that path ; in other words, to put the Alliance 
at the service of the. war of the classes. 

These preliminary remarks may serve to show the special 
interest attaching to the seventli congrc'ss of the Alliance, which 
took jilace this year at Cremona, September 22nd to 25th. Of 
previous congresses two havci been hel(l in London, two in Paris, 
and one respectively at Delft, Manchester, and Budapesl. The 
next will be held at Basle. * 

The recent gathering outshone all previous congresses in 
numbers. Three hundred members attended, of whom 122 were 
Italian, 52 were British, 42 were French, and the remainder from 
thirteen difi'erent countries. It is very possible, of course, that 
the seductions of Italy and the attractivimess of the excursions 
arranged to Ijake Maggiore and to Venice may have had more to 
do with this than the lovci of co-operation. But, .anyway, nearly 
every known figure among tlie co-operators of Europe was present, 
and the President was one of the most illustrious of them all, 
M, Luigi Luzzatti, founder of the People’s Banks in^taly. 

In spite, however, of such brilliant auspices, no great result 
was achieved by the congress in the matter of making clear, in 
any direction, the present status of the Alliance. The subjects 
in the^^ agenda on agricultural co-operation, on the importance of 
wholesale stores, on the functions of women in co-operation, and 
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on the services which co-operati©n can render to the working 
classes, yielded reports which will form useful reading when 
published. But the discussions on those reports were lacking 
in interest. It should be remembered that these international 
co-opei'ative congresses do* not, in one respect, run on all fours 
with congresses of diplomats or of scholars, where ea<5h member 
speaks ^veral languages, and where often only French is used. 
Here the various delegates usually spoke only their own tongue, 
and hence discussion was scarcely possible. One s^Miaker was 
seldom ab](^ to respond to another previous speaker-^, and was him- 
self only understood by a fraction of the audierf^e. Interpreters, 
it is true, wore present, to turn each speech into three languages, 
but this remedy was but a lame one. Perhaps Esperanto may 
afford a solution. There was a certain demand for it. 

It followed that the great debate, which had bee^a eagerly 
expected, on the relation of co-operation and socialism, fell almost 
flat. The dcT^gatos of the Italian labour societies wished to have 
it recorded on the agenda that co-opm’ation ought to be considered 
as entirely a Labour movement, and should aim solely at the 
protection of tlic Labour interest, by procedure parallel to that of 
the trade in lions. Also that all dividends should be amalgamated 
“to strengthen all the methods of class war.“ The congress 
committee set ithi veto on this agendum being put to the vote, 
because it was in ( ontradiction to Art. 2 of the statutes, in which 
it is statiai tliat the Alliance is ‘Liot concerned with que^ions 
of [lolitics or of rdigion . . #. and that, to maintain this neutrality, 
every adherent oj‘ the Alliance admits that co-operation is self- 
dependent, and iiiust not be the organ of any party whatever.” 

Notwithstanding this, the president, M. Luzzatti^ for the sake 
of tolei'ane<5, suffered one French and two Italian Socialists to 
speak. Tlu^y suyiportcd the resolution that co-ofieration could 
only render genuine service to the working class as a means of 
resistance to tlu? capitalistic classes, and of conquering the instru- 
ments of production. President Luzzatti replied in a greatly 
aj)plauded speed], tb*e gist of which was as follows ; — 

“ Co-operation is not a class struggle, but an economic methbd 
of ernancipadijig all workers from every forin^of usury. Socialists 
used to fignt co- 0 ])eration, but now they consider it a valuable 
instrument of social refofm.” 

“ We welcome all Socialists into our Alliance, bringing new^ 
ideas and fresh energies, but only so long as they bring with them 
th^^t same spirit of toleration which they themselves ask for*” 

The closure was finally applied to the discussion, and* voting 

s s 2 
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adjo.iirned to a subsequent congress, in spite of the vehement 
protests of the Socialists, especially the French ones. But there 
can bo no doubt but that, had the voting taken place, the resolu- 
tio?i in favour of class hostilities would have been rejected by a big 
majority. It should not be forgotten that to the Co-operative 
Alliance belong a considerable number of agricultural co-oj>erators, 
for the most pari, of conservative and anti-socialistic tendencies. 
They are indeed of the opinion that the Alliance has advanced 
much too far to the Left, and it was on this account that, a,t the 
last congress, a^ti. Budapest, the great German federation of societies 
after the Schulze-j^elitszch type, now presided over by M. Cruger, 
separated from the Alliance. 

The most important act of the Cremona congress was the change 
effected in the governing staff* of the Alliance. Mr. Henry Wolff, 
who has ’been president from its foundation, but who had for 
some time been on somewhat bad terms with several members of 
the Central Council, especially with those of Switzerland, France, 
and Hungary, gave in his resignjition , and was succeeded by 
Mr. Maxwell, the well-known president of the Scottish Co-opera- 
tive Wholesale Society. He will have as his successor Mr. 
Aneurin Williams, the founder of the Garden City at Letchworth. 
It should bo noted that the Scottish Co-operative Wholesale 
carrit'S on co-partnership within the society, in contrast to that of 
Manchester ; further, that Mr. Aneurin Williams is joint editor 
of tl^e periodical, Labour Co-partnership. Hence it would seem 
that the Alliance is on the way to revert to the original programme 
which it had abandoned. I do not, however, believe that such a 
revival was in the minds of those who voted for these nominees. 
Still, it is pvobablc that the new administration will guide the 
Alliance along a different channel from that down y^hich the 
federalists and the collectivists would have drawn it. 

The excursions organised to the chief co-operative centres of 
North Italy proved very instructive. The agricultural co-opera- 
tives, in the shape of banks for productive societies or even of 
manufactories of manure, are very highly organised, and on a 
larger scale than in France. But that which made the most 
vivid impression upon us, and the like of which couldf^not be met 
with in any other country, was a railrdkd thirty-two kilometres 
in length , about to be built by an association of ordinary working 
men and Socialist labourers, and not only built, but also carried 
on atf, their own risk and responsibility: The requisite capital is 
to be advanced by the people’s banks. It is true that the railroad 
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is not yet running. We were inyited to the inaugural ceremony 
performed by Presidenf Luzzatti on September 29th. Bilt no 
one, not even M. Luzzatti, seems to entertain the smallest doabt 
of the success of this extraordinary enterprise. We confess to 
feeling less sanguine, anti shall await with interest the results 
of this notable experiment. 

Charles Gtde 


Kelation of the General Supply Curve to Jl “ t'ARTicuLAR 
Expenses Curve 

Mr. Pigou raises an important question in the June number 
of the Economtc Journal, when referring to what 1 had written 
in the two former numbers. He attributes to me the assumption 
that a “supply curve” can be treated as a ^‘particular 
expenses ” curve, and questions the k^gitimacy of that assump- 
tion.^ In treating a general supply curve like a “particular 
expenses curve,” I was taking the least arbitrary supposition in 
the absence of special knowledge. When any article is produced 
for a market by a number of producers, and all of them increase 
their output, it may be that each producer’s particular expenses 
curve is aflected by the alteration in the general scale of produc- 
tion. The producers may tend to “ get in each other’s way,” so 
to speak, ix\, partierdar expenses curves may tend to rise along 
wife an increase of the general scale of production. Or, 4 >n the 
other hand, the increase t)f the general scale of production may 
tend to the lowering of particular expenses curves. Tlierc are 
no suitable short expressions that I know of descriptive of these 
two conditions. The latter is not necessarily a ca^ip of “ increas- 
ing returns,” because it is possible that the bodily lowering of 
the particular expenses curves may not be sufficient to overcome 
the tendc'iicy to diminishing returns of the individual curves. 

An increase of production might be attended by an increased 
cost per unit, eveA though to some extent the producers tended 
to assist one 'another.^ For brevity 1 call the two conditions 
co-operative and anti-co-operative, and between the two is* the 
neutral coyadition, in wdaich particular exi>efises curves would not 
be generally raised or bwwed with an incj^ease in the general 
scale of production. 

^ Vide EXlgowoi'th, Economic Joubnal, p. 68, the case in which “external 
Economies are over-ridden by a tendency to diminishing returns.'’ 

, “ Diminishing returns in re'spect of external economics ” describes the condition, 
but is awkwardly long. 
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I assume the neutral condition as a preliminary, at all events, 
because it is the least arbitrary assumption that can be made. 
It is similarly on the principle of taking the least arbitrary sup- 
position that particular expenses curves are assumed to be 
ascending. In rapidly-growing firms ft is not the case, but the 
general failure to secure monopoly shows that “diminishing 
returns must prevail on the whole. . o 

I have given a good deal of thought to the consideration of 
the effect , ^tipon the problem of incidence and effects of tariffs, 
of assuming as general cither co-operative or the anti -co-operative 
conditions; but <i^>.I do not at present see sufficient reason for 
supposing that either of these two can be regardcul as normal, I 
refrain from entering into that now. It seems more likely that 
the alternative to the agnostic attitude would be the assumption 
that governments are able to discriminate roughly between the 
industries in which co-operative conditions prevail and those in 
which anti-co-operativc or mmtral conditions prevail. The dis- 
crimination might be on simple broad lines, such as “young” 
and “'old” industries, “ manufacturing,” and “ raw^ material 
producing,” or it might be sup|X)sed that by special study of con- 
ditions more detailed discriminations are possible. On this sup- 
|)osition the scope for governmcjdal control by rneaais of tariff’s 
and bounties would be larger on the whole than it wamld be if 
such discriminations are regarded as impracticnhle. 

The hypothesis which I made with I’cgard to supply and 
costs 'stands in precisely the same po^sition as that wdiich Mr. 
Pigou makes wdth regard to demand curves and total utility.^ 
It is only on the principle of taking the leiist arbitrary assump- 
tion that one is justified in assuming that total utility can be 
measured by ixitegrating a demand curve. Mr. Cunyngharnc, in 
his Geometrical Political Economy, and, more clearly, Professor 
Edgewwth, in his review of that book (Economic Journal, 
Vol. XV., p. 62), point out that an individua.rs appreciation of 
a thing may depend not only on the amount of it which he 
himself gets, but also on the extent to wdiich it., is enjoyed by 
othq;rs. An additional hymn-book was taken as an illustration 
of a case in which the utility to the individual increased with the 
increase of use by others, and some articles of luxury Hvere sug- 
gested as illustrations of the opposite to>idency. In the firgt 
case, total utility would be greater than the space measured by 
the general demand curve; in the second case, it would be less. 
Until it can be shown that there is any general probability in 
1 Economic Journal, Vol XIII. 
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favour of the prevalence of one or other of these two conditions^ 
in regard to demand,, it is necessary to assume the neutral 
]:x)sition as normal. 

Again, confining attention to the iiKjividuars demand, 
consider such a thing as .tobacco. With one individual one cigar 
per day would afford a certain rather keen degree of pl(3asure, for 
which he would pay a good price. A second cigar day might 
not only afford less pleasure but it might take away the peculiar 
zest which attached to the other when it was the only one. In 
that case the individuars total utility would not be* jneasiired by 
integrating his demand curve. In other iridiv^uals with cigars, 
up to a point, and in case of other thing^, the increased use 
might enhance rather than diminish the utility of th(^ “ earlier” 
units, Tt is only on the principle of probability that we can 
take the individual’s demand curve as, on the whole, a measure 
of total utility. 

It may be thought that, as regards demand, the possibilities 
I liave ref(‘rred to are unimportant, and that that is the reason 
w^hy the doctrim^ of consumers’ surplus may bo accepted, whilst 
the corresponding simple measurement of costs and p*roducers’ 
surplus may be re^jected. The fact is, howevc^T, that in any case 
the two must stand or fall together. If there were reason to 
sup}>ose that, let us say, the conditions which I have termed 
“co-operative*” prevailed generally in regard to supply, the 
simpl(‘ method of measuring utility, as well as cost, would fall 
to the ground. Any change in the demiand for an nrticlc would 
be accompanied by cha^iges in the supply, and, therefore, in the 
position of the parjicular expenses curves, and it might have an 
effec,t which would cause a change in total costs of greater 
magnitude than the apparent gain or loss of consurnors’ surplus. 
Further, the “ consumers’ surplus,” which is shown in connec- 
tion with any demand cmrve, largely represents not so much pure 
psychological satisfaction as the saving of cost, wliich would have 
to be incurred in getting some more expensive substitute. The 
theory* of demajid and consumers’ surplus is inextricably con- 
nected witK that of supply. 

C. F. Btckbmdike 


Labour •Exchanges and Unemployment. 

Mr. Beveridge’s paper ^ on “Labour Exchanges” contains 
one of the most earnest and confident schemes for dealing with 
^ Economic Jouunal, March, 1907. 
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yiie unemployed which have yet been put forward. 1 should like 
to draw attention to some aspects of the question which his 
remarks suggest. 

In the first places it is clear that the extent of this evil is under- 
estimated if we judge solely by the ofiicial percentage of the 
Board of Trade. Bor the degree of unemployment is not repre- 
sented by statistics of tlic number of individual men who arc out 
of W'Ork. Wc require to know also Ik^w^ many are working short 
time. It is i:^ot even necessarily true that i^ariations in employ- 
ment corres}7v)nd in direction, apart from extent, with variations 
in the number oBjjnen out of w'ork ; and the general, though 
inevitable, ellect of Mie ohicLal figures is to underestimate the 
degree of industrial distress. In addition, the worst kind of 
distress is that of unskilled workmen, who have no reserve to fall 
back on, and make no Trade l uiion returns. 

-It is witli'unskilb'd work that we an^ specially conceTned ; an 
organisation is recjuiiaxl Avhich will fulfil some of the duties of a 
Trade Union, but the ex))enses of wliich will b(^ borne by khe 
}>ublic. Mr. Be\eridge projX)ses the Labour Lxchange, the eflect 
of w'hich, he believes, wall be, to diminish the total amount of 
labour wdiieh will required as an industrial reserve, and, 
second, to lessen tlu.^ casual nature of ibis labour, sinc(' it wdll now 
be casual oidy with .r(/spert to individual firms, wink' it will be 
the moving Imt constant auxiliary of industry in general. 

Idiis j)rofKasal does not {irovide new work, and it creates a 
I'esidue wdiich will no longer be wanted even for casual woih. 
That is its first problem, and 1 am not eleltr that this residiu! wall 
be manageable. For what is tlm assumption,'^ It. is that this 
residue will consist of definite persons. But is it not more likely 
that, during dtqu’ession of trade, the individuals who an^ 
thioW'i) out of worl*: will be different individuals each time, ’their 
identity, even with Labour IjXclianges, depending on all sorts of 
chances? Given the organisation of sucli exchanges, the mass of 
the unem]jIoy(al will still stand by as tlu', industrial I'eserve.^ while 
each individuals chance of work, on account <• of the greater 
mobility of labour, will be slightly less. How, that is to say, is 
the residue to be selected whicb is to be dealt with by emigration 
or otherwise? The regitters of the Exchanges are opeit^to all, 
and casual laliour is difficult to grade. Thisgiegree of organisa- 
tion seems to me likely to make it more, and not less,. casual. If, 
lor example, at each of two places of equal industrial activity there 
is such an amount of unskilled work to do that each workman 
is certain of a few days’ work per month in his owm place ; then the 
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result of an interchange of labour is to give to each miln half 
chance of the same anfount of work at each place ; but this ‘is not 
a certainty of any work at all. The greater mobility of labour, 
together with the difficulty of grading, and therefore of draining 
ofi* a residue, is equivalent to an increase of quantity, and an 
increased casualisation of the individual, unless something further 
is dorj,a. This peculiar result, that a certain degree of organisa- 
tion may be harmful, is bas(^ simply on peculiar features of casual 
labour. • 

And even granting that Mr. Beveridge’s scheme would lessen 
the numbers of the industrial reserve; still, /lie problem just is 
that this reserve is there, chronically ui^};>aid, and hopelessly 
beggared whenever we come to a general and widespread depres- 
sion of trade. They have neither credit, nor insurance, nor retain- 
ing fee to fall back on. The phrase “ industrial reserve” some- 
what slurs over the economic hopelessness of their |5osition. The 
military reserve has other occupations in time of peace. 

II. 

Labour Exchanges are an important factor in the solution of 
this problem, since tlu'y rvcognisc tlu^ n^sponsibility of public*- 
autliorities. But for pul)lic bodies merely to furnish a nuums of 
transfcvrence for the reserve of private'- industry is a limping 
scheme ; if the ta|:)s between a luunbcr of j'eservoirs ‘are occasion- 
ally opened, the water wdiich is as high as the ta])S will tewd to bci 
transferred ; it will not alwLays bo the same water, and there w^ill 
always be depths which must takc^ their chance of reaching, by 
accident or diffusion, the favourable position for tra.nsfereTice. 

During the depression of 1902 a well-known n.Mior, on liearing 
the complaint of “ no work,” is said to have exclaimed, “ No 
work! send tliem to nbuild their own houses.” It is indo('d 
paradoxical that, in our great cities, we should hear at one and 
the san^etirne the two coin[)lainis, ” There is so much to be dox\e,” 
and ” Tilery is no work to be found.” Schemes of public im- 
provement will not be undertaken by )>i-ivatc persons except for 
profit ; where no profit is promised, public bodies must undertake 
them, imd the surplus labour of private ^industry should fijid its 
outlet chiefly into ttose public works whi©5i have to be thought 
out far ahead, and which must be carried on throughout the fluc- 
tuations of private trade. During the years of booming trade, 
labour will be attracted to private industry : and indeed these are 
the seasons when the best use has to be made of such public 
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Voi'ks a s already exist ; they are not the seasons in which to com- 
mencd on new parts of lai*ge public schernfes. It is better not to 
begin railroader harbour reconstruction till there is a lull in trade. 
This has been fully^ realised abroad, wdicre the State ownership 
of railways has given to Government the power to mitigate the 
distress that fWOuld otherwise have come about in a depression of 
private trade. c, 

A greater sense of responsibility orl’the part of local authorities 
should enable them, not only to register unskilled labour, but to 
use it for its own and the public good. There are few great cities 
which have not large areas that call for clearing and rebuilding, 
and few which cannot, by pro]')erly thought-out schemes, improve 
on the London practice of teai’ing up important thoroughfares 
every year. There is no remedy for want of work except in 
schemes for providing it; the registration of the “ reserve” will 
not guarantee this. It is, I think, evident that this })a inful social 
disease receives only extcumal treatment, until the short-period 
diictuations of private trade can be tlux'adiHl on to those loUg- 
period schemes of work of which plenty are called for in the public 
interest itself. And in this way there is provided also an indus- 
trial, as distinct f]X)m a Poor-Law, test of the cajiacity of the' 
workman . 

Such a pro|>osal is not new, but is usually keated as a counsel 
of perfection. But it is written hu’ge ^cross (wery slum w'here tlic 
imemployed are overcrowded. One great difficulty Is that we are 
still afrii'id of the idea of publicly ” providi^ng work.” But as it is 
now a common thing in this country for public bodies to undertake 
schemes of transf)ort or building or tunnelling, the most indi- 
vidualistic prejudic(\s could not be greatly hurt if these schemes 
were considered ,'al the beginning and throughout, in their relation 
to the labour market. 


III. 

The foregoing argument protends that somd solution of the 
unemployed problem ca]i, by caniful foresight, bo found in produc- 
tive occupations ; and it is inevitable that the question should at 
once suggest itself ds there any justification for tlui idea that 
productive work can bclound for every individual in a community, 
somehow and somewhere? This is the most importaut theoretical 
(or scientific) aspexd of the question. 

In most of the reasoning of Sociafistic or Trade Union writings, 
this question is answered implicitly or explicitly in the affirmative. 
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“ It is not that there is a surplus population. It is not "that theife 
are too many workers for the demand ; for there is also top much 
demand for the commodities supplied. The very same persons 
who could supply the demand stand also ir> need of the pi oducts 
of work.” ^ That is to say, human beings combine in themselves, 
in a special way, supply and demand ; there cannot be an over- 
supj>ly of men. 

I do not think this can be made out. Lot take a simple 
case. A small community lives, let us say, on the, raw fruit of an 
orchard of fig-trees. It is |X)ssiblc that the tiees do noi require 
tending, and that the fruit is stored annually.^ Then the picking 
and storing may be done most efficiently wilen less than the whole 
number of employable people are employed on the work. For 
there is no necessary corndation between the amount of population 
and the productive unit of maximum efficiency. In the same way, 
under the complex conditions of modern life, it i^ possible thatf 
when all occupations are served with thdr most efficient comple- 
Bient of hands, so that more cooks would spoil th(^ broth, there 
may be a surplus population not productively employable ; and 
iis their employment at any time would mc'an a sacrifice of total 
efficiency, they are liable to remain out of work, if industry is 
throughout subject to the keen test of private compedation. The 
phenomenon of the unemployed is not, therefore, a consequence 
solely of flu(ffcuations, although fluctuations {icce?ituate it. If this 
consideration is true, it is all the more evident that only in public 
works not dependent on the profit stimulus, and ])eBhaps with 
some sacrifice of immediate total efficiency, can iinem|>loymcnt bc 
tided over. . 


IV. 

This leads to a final reflection on the ethical aspect of econo- 
mics, We commonly work with the utilitarian calculus. It gives 
the most adaptable and measurable basis for good and evil. But by 
this fiaeans we.should not be led to take steps for the employment 
of men who wore, judged by industrial efficiency, really a surplus. 
The final justification in this, as, I think, in several other great 
economic issues, is in considerations o& the absolute value of per- 
sonafity, npt of the maximum net sum 4;>i pleasure ; is by appeal 
to Kant and not to Bentham or Mill. 

D. H. Macgregor 

^ Hobhouso, “ Labpur Combinatioi),'’ pp, 29-30. 
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Kbcbnt Official Papers. 

Report of the Committee on Factory Labour in India. 

[Cd. 3617.] 

Towards the end of the year 1906 the Secretary of State for 
India received a deputation of wwking men who wished ta call 
attention to the conditions of labour 'in Indian factories; and, 
partly, no doubt, in consequence of their representations, Mr. 
Morlcy arranged that Sir H. P. Freer Smith, late Superintending 
Inspector for Dangerous Trades in England, should proceed to 
India as president of a small committee to inquire into the 
alleged abuses. The scope of the inqiiirj" was subsequently con- 
fined to Textile Factories. 

The report of the committee contains the following recoin « 
unendations 'finder the Indian Factory Act it is provided that 
children under nine shall not be employed at all, that persons 
between the age of nine and fourteen may work for seven bouts 
a day , whilst persons above the age of fourteen are classed as 
adults and may work full time. Owing to the lack of educational 
facilities there exists no necessity for raising the minimum age 
of employment, nor would any benefit result from the creation of 
a class of “ Young Persons.” A certificate of age and physical 
fitness should be required in the case of all children employed, 
and a similar certificate should be required l)oforo employnient on 
full time.«^ Employers should be compelled ^to provide elcmentaiy 
instruction for the children employed in their nulls. 

‘ ‘ The lot of the women employed by day in mills is far superio)- 
to that of women workers generally engaged in other classes of 
work in India,” but the employment of women at night should 
be i^rohibited as injurious both to the women and to the children 
whom they bring with them. 

Adult males in India wwk long hours, but in making com- 
parisons between England and India it should be remembered 
that the Indian artisan is in the habit of leaving his wQxk at odd 
and uncertain intervals throughout nominal working hours; he 
^frequently takes unauthorised holidays, and, on the whole, does 
not work so intensively ks the English artisan. The average 
number of hands employed per loom in England is said to be 0‘43, 
while in India it is I‘25. The hours worked in some mills, how- 
ever, esj[X?cially since the introduction of electric light, are exces- 
isive. The law should be modified so as to provide for a maximum 
day’s work 6f twelve hours for adults. 



RECENT OFFICIAL PAPERS 


591 


1^07] 

Other sections of the report deal with -sanitation and tljie 
fencing of machinery^ * . ’ 

The committee further recommend that the attention o\ the 
authorities should not be confined to factories only, but should be 
extended also to the aonditions of home life of the operatives ; 
that the rules made under the Factory Act should be made 
unifprin throughout the whole of India, and thatVn expert staff 
of Factory Inspectors should undertake the work now done by 
district officials and other persons without technical knowhalgc. 

D. A. B. 


Two Diplomatic and Consular Reports on the Trade of Frank- 
fort [Oh — 108 1 and on the Trade and Agriculture of 
Bavaria [lA. 8727— 19 j exhibit, hi ter alia, the rise in the price of 
mt;at. The consumption of butcher’s meat per diminished 

in Germiuiy by 9 lb. in 1901-5, and by some 5 lb. in 1905-6. The 
^•rduc(‘d eonsuin[>ti()n of meat by the working classes is said to bo 
])rohably more cunsidtTable. 


CcQtch Education Department.— Report on the Physical 
Condition of Children. [G*^. 3637.] 

Th(i aAt-rage luught and weight of children are found, by an 
I ntensive invi'stigation, to rise with the number of rooms per 
house. The aver'ag(.^s for Glasgow are below the staud^ards of the 
A uthropom etr i cal Com mittee . 


Eleventh Abstract of Labour Statistics of the United Kingdom, 
1905 6. [C^^. 3690.] 

Index numbers of employment are among the new tables which 
distinguish this number. The table showing changes in the 
gimeral course of wages now extends over a generation. 

a 

Aqricultural Statistics, Ireland, Return of Prices. 1907. 

[C'^. 3775.]^ 

The })rices of crops, live stock, and other agricultural products 
are given in different degrees of detail for the year 1906-7, the 
period 1887-1906,, and the; period 1840-1886. The introductorjjr 
remarks contributed by Mr. Adams, Superintendeiil? of Statistics, 
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taring out the interesting facts that from 1840 to 1852 prices were 
generally low (except for wheat) ; periods of fising and high prices 
followed on to J878; fluctuations and a great fall mark the 
next decade. During the last decade prices have somewhat risen, 
and h^ive been more stable. 


Report on Changes in Bates of Wages and Hours of Labour in 

1906. [C^ 3713.] 

For the first tin\e since 1900 a total net increase of wages, as 
compared with the preceding year, is shown. 


City Notes. 

< 

We have received the following “City Notes” from 
“R. G-.” 

The American Crisis. — The financial crisis so long expected in 
the United States has at length come, and, it may be hoped, gone ; 
though it is perhaps too soon at this date (end of November) to 
talk of all evil developments as quite certainly things of the past. 
The smash has been one of the biggest on record, beginning with 
a great debacle on the New York Stock Eixchange in September 
and October, and culminating in the failure of the Knickerbocker 
Tj’ust Company with £12,000,000 deposits, and the stoppage of 
several more or less imjxrrtant banks in New York and tlirough- 
out the States, iji the last ten days of the lattbr month. The 
failures w^ere caused and partly accoiiipanied by an almost general 
run, which only the more solvent institutions w^erc', able to meet 
at first. Distrust appc'ars at once to have seized u|X)n the Ameri- 
can detiositors in their various banks and credit institutions, whose 
dii’ectors, it was believed, had been extensively employing the 
funds entrusted to them in stock and share gambling. The result 
was in a few days an almost complete suspension of specie pay- 
ments throughout New Y"ork and the United States, the banks 
resorting instead to the expedient of Clearing House Certificates, 
which has been made use pf in times of monetary stress inu the 
United States at different times since 1873. (These certificates 
are documents given by committees of the bankers* clearing 
houses to individual banks upon the deposit of good securities, 
and are accepted by the different banks in settlements, but are 
not payable m cash over the counter.) Various measures were 



1907] 


CITY NOTES’ 


593 


also devised at the same time to increase the amount o? caiTcnm^^ 
available, including i]^e de|:xisitiOf funds by the U.S. Government 
with the banks to the extent of £20,000,000, the loan of money to 
Wall Street by Pierpont Morgan and other |^Toat hnauciers, and, 
above all, the large importation of gold from Europe by me^ns of 
sales of produce and stoele; on American account. Panic, how- 
ever, weiit on with little diminution almost to the t-uul of Novcm* 
her, •the real difficulty, as^ it alw^ays is in sucli crises, not being 
any real shortage of ca.sh, but r*athcr excessive distrust wdheh 
j)aralys(^s the power of using to the best advantagc^ljji' actual ca^sli 
available. Finally the turning of the tide ^^as marked by the 
promise of the Government to issue bonds^for the instruction of 
th(i Panniiia Canal to the amount of £10,000,000, so as to enable 
tie- natioiial banks by sui>scribing to increase tluar note issues to 
a ceiTc.'sponding extent, the issia-s being permitted only against 
tlu^ depijsit of Government boiids ; but it may be di)iibted whether 
these llnaJ. measures, except by tcuuling to inerease confidence,* 
count(-(l for very inuch in the nx'overy. In ev(‘ry fKiJiic after a 
time credit tends to i'oturn, surviving banks commanding confi- 
(ience because they iiave stood the shock, and necessity Compelling 
tJie boarders to use the cash they |X)ss(‘Ss. Special measures to 
restoi'e confidonee are not t.o b(‘. sliglited, but the stremgth of thc‘ 
natural ca-usc's always operating should equally be recognised. 


TIu’ (U)vuiiercial D/.v/rc.v.v.— It is too soon yet to measure whal 
the whole eifoct of thfls discredit ha.s bemi in reducing the volume 
of business jn Aiiieriea, but the accounts of sto])pages of w^orks, 
discharge of workmen, and return of immigrants to Europe on 
a large scab', make it evidtuit that for the boqm of the last few 
years tJiere has Jiovv been substituted a p(‘ri<)d of depressioJi. The 
Bymf)tom of the return of immigrants to Europe is (‘specially sig- 
nificant, as it jKiints to the likelihood of similar de})ression extend- 
ing to Kuropc as well as the United States. As will be presently 
explained, there has been trouble in the money markets on this 
side of the Atlantic, only in part a reflex of the United States 
mischief, and depression here must follow the high raters in the 
discount market which have prevailed 4or sonu^ time. 


Bank-rate 7 per cenU— The most noticeable result on this 
side of the American crisis has so far been the adviiice of the' 
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^ank-ratfc to 7 per cent. This has come about inevitably and 
■quickly from the United States demand fQr gold. Credit being 
at an end in New York and cash required, those who could take 
casli from this side have done so, occasionally borrowing, but more 
frequ^mtly selling produce and stocks for cash. The demand in 
this form has been quite irresistible, and the Bank’s advance to 
-14 per cent, on 21st August, which was a kind of precautionary 
movement in anticipation of the crisis, w’as followed at the end 
of October and beginning of November by an advance to 54, then 
to G, and finally to 7 per cent., all in one week. At this rate 
the market has remained balanced, the reserve slowly improving. 
But still it is a seven ^ixjr cent, rate, such as we have not had in 
{join bard Street for thirty-four years; and it is impossible not to 
a])prchend the possibility, sooner or later, of untow^ard incidents. 
All over the Continent, especially in Germany and Holland, the 
rebound of the American panic has equally been felt. Not only 
have Bank-rates been advanced, but in Berlin, Hamburg, Amster- 
dam, and Antwerp there have been some rather serious failures. 


The Parallel of 1873. — On all sides attention is being drawm 
to the likeness between the events of the present autumn and 
those of 1873, w^hich was the last occasion of a 7 per cent, 
rate. The parallel is indeed very close, almost to the very dates, 
the difference being that on the whole the crisis of 1873 developed 
in America about a month sooner than in the present year, but 
was rather sooner over, at least in its effects on this side, where a 
7 per cent, rate was reached on October 18th, anrl 9 per cent, early 
in November, and rates began to fall sharply before the end of 
that month. Now it is the end of November, and the bad symp- 
toms are still with us. There could be no better ])roof of the value 
of experience in dealing with money-market problems. Like 
causes produce like effects, and the condition of the United States 
for years past has certainly pointed, first to the likelihood of a 
crisis, and next to the likelihood of that crisis leading to a "drain 
of gold from the Bank of England with high rates of discount 
in Lombard Street. Everything has indeed happened according 
to theory and experience.^ 


Possible Tiemedies . — The crisis has naturally revived discus- 
sions in the United States on the neqd for currency and banking 
‘reform. Sijbstantially it may be doubted whether any amend- 
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rrients of banking machinery in that country will touch the real^ 
evil, that of extensive* and hazardous speculation, which might 
subject any system of deposit banking to a test not even the 
best system could stand. When the chief officers of banks ^and 
the directors lend, the banks, funds to each other, and engage 
funds in speculations of the worst type, general distsiist must be 
arouse^ among the mass of depositors Vhen they perceive the dry 
rot in the banks to be widespread. But although substantially 
there can be no cure in the United States or clsewheiws^for offences 
against credit in the highest quarters, the only pq^sible preventive 
being a diffused morality which makes the offences practically 
impossible, yet there are one or two mechanical difficulties in tlie 
arrangements of American banking which could cei'tainly be got 
rid of with advantage. Facilities for ijicreasing issues of paper 
in times of emergency, analogous to tlic suspension of the Bank 
Cliartc'r Act in this country, ought certainly to be ]U'ovided. The 
iiivention of Clearing House Certificates is a good palliative, as 
far^as it goes, but evidently, as experience has shown, not quite 
good enough. That any expedient would be perfect is Ifardly to 
be looked for if regard is to be had to the security of the issues ; 
but there ought not to be a new outcry every time an emergency 
arises. What is perhaps even more im|>ortant, as improving 
banking arrangements [)ermanently , would be ,an enactment 
giving adequate liberty to the national banks to do their work 
properly. For some reason or other when the national banks with 
privilege of nofe issue were established during the stress of the 
Civil War, they wore festricted from having brancl)es in other 
towns than the plact; where they were set up. The motive appa- 
reJitly was that curioncy should be abundant in cvcMy locality, 
because every locality could have its own national bank. But 
whatever the motive was, the effect has been to prevent the 
great banks in the leading cities of the United States from having 
branches all over, which appears to be one of the conditions of 
successful deposit banking on a large scale. To prevent a bank- 
ing and*currency dnonopoly, all the banks have been dwarfed, and 
there have been no great institutions like our owm Bank of^ Eng- 
land and the leading joint stock banks about it practically above 
suspicion. Nothing would tend to strcngrtien credit in the United 
States more than laig^ and good banks, ami for this pur|X)se the 
grandmotherly, legislation which makes the growth of such banks 
not merely difficult, but impossible, should be amended. It is note-^ 
worthy that Canada, which belongs in part to the United States 
'monetary sphere, the Canadian banks keeping spare balances in 
No. 68. — vop. XVII. T#a: 



596 


THE ECONOMIC JOUBNAL 


[dec. 


« ' 

."^New York and Chicago, has on the whole escaped almost unhurt 
fnvn the panic. The difference is very properly ascribed to the 
better banking system of Canada, which is modelled on that of 
Scotland, with gre^^t institutions at the centres and branches all 
over the country. 

r 

The Threatened Raihoay 6'tnfcc.™Busi ness- has been sc much 
overshadowed by the financial crisis in America and its effects, 
that one alnlost forgets the railway agitation which looked so 
threatening in September. But one must not forget that the 
calamity threatened was a very serious one. Even a partial strike 
on our railways would have affected busint^ss disastrously and 
addcHl to tlic gloom which is beginning to set in as the result of the 
discredit abroad and the 7 per cent. Bank-rate at home. The Board 
of Trade and its President are accordingly entitled to all jiraise 
for their intervention under the Conciliation Acts wliich lias been 
practically successful for the time. 


Fall in Silver , — An event of the quarter which may be worth 
noticing later on has been a reaction from the great advance in 
silver, which lias been noticed more than once of late in these 
notes. From bid. and b2d., which Jiad become Jhe estalilishod 
rates, there has been a reaoiion to 2(>(I. and 27d., and although 
there is now onc.e more an ufiward tendency, tht‘ reaction must 
be considered to have been a very strong one. Ap[)arently it is 
due in jiart to the banking crisis which has shaken a large number 
of gold prices. We hope to return to the subject in future notes. 

R. G. 


CuuKBNT Topics. 

Last Augusi- an International Housing Congi’css — the eighth 
in a scries — was held in London. Over 300 members attended, 
many of them foreigners. Nineteen Governments were officially 
re]>resente(l. The discussions were opened by the Right Hon. 
John feurns, President oi' tlic Local Goveiimient Board, and Sir 
Dickson Poynder, M.P.v, Alderman W. Thompson, of Eichmond, 
presiding. * , 

After three days of discussion, members of Congress were 
conducted on excursions to Sheffield, w'here there was an exhibi- 
iion of workmen’s cottages, to I'ort Sunlight, Liverpool, and 
Bourncville. During their stay in London arrangements were 



1907] 


CURRENT TOPICS 


597 


made for naunbers fo sec a variety of irmnieipal and oUrt biiilc?:* 
iiCC’s, blocks },uj(l cottA.^cs, as well as th(‘ pirdcn-city of Lcitch- 
worth, so tiiat om' foreign guc^sts were able to carry away a fair 
notion of English enierjaase in th('sr (lirc‘eti<^)ns. We know that 
many of them, and among these some of the most (*om|.)(d,ent, 
ex|)ressed genuine and sine*ere admiration. We slvJi have occa- 
sion J;() revi'rt to^ the work of the congress when the volume of 
TransaciLons is publislied. * 


Tni'i divergence of opinion among Socfialists witli regard to 
the settl(miOJit of the i*ailway dispuU^ is well Illustrated by two 
lelhu’s to 'J'lic Tiiru’S, om^ by Mr. jtamsay INTacalonald , MkE. 
(November lltli), and the other froju thti I'kxecutivc, Eommittee 
of ihr ihd>ian Society. Mr. Macd(.)Jiald cousidcas that under the - 
ritilway eoiKuliation sclieme the men will l.>e ahsolutely powerless, 
-iljl' argut^.s that hehiud eviay conciliatioji sejiena} in whitdi thti 
men are not to he sacrilicetl t laa-e must he a union of uipn acting 
foi' the w Oik' men and a. baku’Jition of masters Jictiiig for' the 
employee's. Siudi a union is not provided for in the railway 
scJieme, and in this way it diifoj'S fronr tiiose ol Nc'W /jcadand a;nd 
Western Australia. The splitting of the men into soetjems will, 
iio ia'li(W(es, r<?nder an “ all gradi'.s ” cohesion impossilile, and the 
failure to i'ecoguise tlie union renders it little more' ilian a. friendly 
he iK'i'jt association wIku'c strength will not be maintaii;ed. lie 
tlK'rrl'ore conclueh.'s tli^’fi “conciliation will secure peaice, hut will 
sacni'ua' the just claims of tlie men.” The/. J’kihian Socie^ty, on 
the other liand, congrat ulates Mr. Lloyd (ieorge on having set 
u]> tlie hrst ‘ wageas Iroai'd/’ Jt claims tliat ilw I'ailvvay treaty 
deseru's the su])[)ort of ail Socialists and of all trade unionists 
who helicve in the method of k'gal euaetjm'iit rather than in 
strikes. It [loints out tliat notwithstanding the provisions for 
“ concilia tio 1 1,” reference to the arbitrator is, from the outset, 
aaitomalieaJly eojnpulsory in every cas(‘. in wiiieh the partii'S do 
not come to an agre^'inent. .In securing this, the railway servants 
have obtained a vastly gri^atei' boon than “recognition.” They 
had gone ont to seik their father’s ass^.;s. They havf', found a 
kingdom.” The letter concludes by insisiting that the work for 
the union to do* will be so inuxirtant that there is 'no probability 
of its being weakened. \\\) hope, in our next issue, to publish 
a review of the scheme froiii.au authoritative source. 


T* 2 
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The Trade Union Congress met this year in Bath at the begin- 
ning 6£ September. The report of the Pafliaineiitary Committee 
naturally indicated the hopes aroused by the success of the Labour 
candklates at the CScneral Election, and at the subsequent, bye- 
elections, and declared that “the political power of labour is 
overwhelming, and it is within its competence to alter the present 
unequal state of society. “ (In the House of Commons there are 
fifty-six members who either are or have been trade union 
officials.) TIkj report urges the usual [)]‘oposals for land national- 
isation, the rediJj^*tion of the hours of labour, and the other 
measures familiar to the Congress, but it is evident that the 
subject on which immediate efiort is to be concentrated is old 
age |.>ensions. The Congress approved the principle that “any 
pension schoine must be upon a non -discriminatory and non- 
contributory basis in order to be satisfactory to the working 
classes,” and the President in Ids opening address declared that 
“ it was not part of their duty to show how the money could be 
found, for that was the function of the Chancellor of the Ex- 
chequer.’” A resolulion, wTiich has not hitherto been one of 
the annual features of the Congress and was carried without 
opposition, called upon the Government to establish a legal mini- 
mum wage in selected trades. At the same time the usual rejec- 
tion of the proposal for compulsory arbitration w^as repeated by an 
ov(3rwhelming majority. 


A Depaktmental Committee has been appointed by the Home 
Secretary to inquii'c into the subject of ariificial humidity in. 
cotton weaving factories. The terms of reference include an 
inquiry into the degrees of Immidity and heat at which bodily dis- 
comfort arises and the danger to health involved by coniinuous 
work at these degrees. The committee is also to report what 
efficient and i)raciical means of cooling humid sheds exist. The 
chairman is Sir Hamilton Freer Smith, and the secretary is Mr. 
Duncan E. Wilson, to whom coiTesiX)ndcnce rnay be addressed 
at the. Factory Department, Home Office. 


The Treasury has appointed a Committee To consider the 
working of the Fair Wages Eesolution passed by* the House of 
/Commons in 1891, as embodied in Government,, contracts, and to 
report whether any administrative* changes, are desirable in order 
to gnable ^the objc>cts of the resolution to be more effectually 
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attained. Among the members^of the Committee are : Sir G. H; 
Mnrray, Secretary to*the Treasury (Chairman) ; Mr. H. D\ de la 
Bere, Assistant Director of Army Finance, War Office; Mr. A. 
Wilson Fox, Comptroller-General, ConimVrcial, Tjabonr^ and 
Statistical Department hf the Board of Trade. Mr. J. d,. Wills, 
of the Labour Idepartment of the Board of Tratki, will act as 
secreiary. 

Thu Danish legislation providing for insnraiye against the 
want of em])loyment, which was describc'd in tlie Economic 
Journal for last March, appears to have started very vvfdl. Its 
initial success is largely attributed to iho p^^'rsonal qualitic^s of th(i 
inspe(‘tor/' Mr. A. Rdrensmi, formerly “ inspector of friendly 
societies,” oru'. in whom the leaders of those socic'ties and of the 
irado unions have great confidence. Since the law cainc^ into 
operation fourteen societic‘s, with a m(unbershi]> dT 4,200 in all, 
have obtained support according to tlu^ law. The simila,r Nor- 
w^'gian law h.as apparcmtly not Ix'cn attended by a siinilarly con- 
spicuous success. 

dhiu Free Trader, whicdi has not been issued for some time, 
vull ]>(' published again during the presjmt month (Deccrnlaa’) , 
and will apjH'ar at inha’vals of twa> monihs. Mr. J. A. Hobson 
is to be the editor. Its publishers are the, h>e(‘ Tr.ade Union, 
Victoria. Street, Wi'stminshu*, and the siihscialx'rs to it will be 
furnislK'd every two months wdth tlje ” notf^s " issued by the 
Unionist Free Trade CUnb. A snbscrifJion of 10s. Od. per annum 
ontiitlc's mernbei’s all the literature issued by the Fn'C Trade 
Union. 


Rrp.NOMfSTS might avf)id much misnndj'rstaiKling if, like cer- 
tain philosopliers in BwifUs Tjajmia, tiiey (‘onld always point to^ 
concrete instances of the things of which they were talking. This 
advantage is secured in th(‘, second annual issue of Dir W(dtirirt~ 
S‘cJialf ,ei\iiQ(l by Professor Von Haile. Tl\<‘. new volume contains, 
in the. physical scmsc of the ti‘nn, actuui spedrnens of yarn and 
cloth made from colhiloso Jn conncclion with H. Mehncr’*^ article 
“Dio Tcknik in lalire 1900,” in which it is RUggost,('d tliat tin’s 
fibre is*suited to redieve the lecent scarciti^ of wool, cotton, jute, 
and flax. Of thc^ nT3W number as a whole we may repeat the 
words used by Air. Ilowley iu his review of the first volume 
(BcojNomic Jouhnal, VoL XVl.), ” This yearbook of commerce 
(leserves unstinted ppaise.” 
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. Mr. L, L. Price has been appointed to the Lectureship on 
Economic History, the creation of which We announced in otir 
last issue. We may refer to Mr. Price’s article in the Eoonomto 
JouRjSAL for 1906 ds indicative of the spirit in which he will 
exercise, his ofrice. Th(' appointincnt of the now lecturer is oppor- 
tunely coincident with the rise of a new class of students, the 
candidates for the Diploma the institution of. which we jnen- 
tioned in a former numlx'r of the Economic Journal (Vol. XTTI., 
p. 278). The^ Diploma already owes much to Mr. Piice as an 
originator and organiser ; as a teacher he will complete its success. 


Tnn last I'l^port of the Oxford Oommittce for Economics shows 
that this year there were eleven successful candidates for tlv' 
Diplonia.j seven of whom a,chicv<‘d “distinction.” Tn this ex- 
amination the woman student who has read for the Di])loma 
obtained distinction. As in prcwions years many of the candi- 
dates were Pvhodes Scholars. The DiiJoma offers to the Geriniiin 
Phor[(\s Scholars, (lebarn.'d by the limih'd duration of their sta.y 
in Oxford from the ordinary degrees, a m<'ans of carrying back 
to their native country (kxnjmentary eviclenec that ihc^y have 
spent their time at Oxford in profitable study. Of this oppor- 
tunity the entries for the now year show that thc'v ar(^ jikoly to 
avail themselves in considerable numbers. 



RECENT PERIODICALS AND NEW BOOKS. 


The Kconomic Review, ' 

OcTOBiiK, 1907. Bach to the JjamL Kkv. Ii)r. Cunningham. Allot- 
mentR for subsistence, not for a market, are recommended by 
rnedireval ex))erierjce. Socialism in Italy. Karl Walter. The 
Gonfrol of SwcAiting. Miss B. L. Hutchins. A review of 
methods. The Elhcrfield System of Relieving the Poor. F. R. 
MAsdit. ' * • 


Journal of the Statistical Society. 

SStcptember, 1007. The Position of the Sinall Uolcling in the United 
Kingdom. W. G. 8. Adams. The sizi^ and number of small 
holdings in differemt regions, and the coTiditions of their success, 
are set forth. The Congress of the Jnternaiional Statistical 
Institute at Copenhagen and The Discussion of Modern Methods 
of Treating Obscrihitions at the meeting of the Britisli Associa- 
tion in Leicester are repiirtcd. 

The Contemporary Bxineic. 

SuPTEMBrau 1907. The Developincnt of an International P(j,rliamcni. 
Prof. H. Stanlev» Jevons. A sketch of a world-wide federal 
government, s^ch as inigld. well arise in some seventy or 
eighty years.” 

November. Trade Unionism in Germany. E. Bernstein. 


The Nineteenth Century. 

September, 1907. Common Fields and their Fnclosure. li. Hunter. 

October. Fair Farms v. Fayicy Crofts. The Dure of Argyll. 

Fortnightly Review. 

SEPTihMBEif, 1907. The Trades Disputes Act and Freedom of Con- 
tract. “ Labour will at length enjoy the same freedom of 
contract as capital.” 

October. Small Holdings. K. A. Yerbu^gh. 

f 

The National lleview. 

September, 1907, Free Trade as a Socmlist I olicy. J, U. Garvin. 

October, Prefm'cnce or MeKinh'yi--<e,i . J. L, Garvin. The rejec- 
tion* of preference has beefn followed by the McKinleyism of thei 
Australian tariff. 



602 


THE ECONOMIC JOUKNAL 


[dec. 

» Quarterly Journal of Economics (Boston). 

^I^he Treasury and the Banks undersecretary Shaw. A. P. Andeew. 
Mi*. Show's administration was marked by six new departures, 
which are severely criticibod. The Growth of the Vnion Pacific. 

T. W Mitchell/ The operations of this ^reat railway system 
smee its reorganisation in 1808 are dcf^cribed. 

Modes of Constructing Index Numbers. A. Flux. Important prin- 
(*iplcs are ♦applied to concrete examples, of Vhich several are 
American. , ♦ 

Tax Discrimination in the Paper and Pulp Industry. R. C. McChee, 

Political Sciiiicc Quarterly (New York). 

September, 1907. '‘Trade Unions and Trusts. H. R. Seager To 
encourage trade unions and prohibit trusts is inconsistent Both 
shfaikl have free phiy up to the point whore they begin to conflict 
with general interest. The forking Men’s Party of New York 
City F. T. Carlton Slave Lahoiirin the Charleston District, 

U. B. Phillips. A history of negro labour in the coast region 
of South Carolina and Georgia up to 1860. 

The Yale Ucvieir (Newboven). 

\uGTTST, 1007. Bchatch. IT T Ni:\vcomb. The Standard Oil 
Company and the Pope Lines O TI Montague. 

American Acade^ny of Poliiienl Science (Philadelphia). 

The May number contains contributions from some of the chief 
captains of industry in the United States, many of wdiotu recom- 
mend reducing the oxisiing tariff in order to un trammel the 
trarle in the United States with foreign countriek The Jlon. 
Eliliii lioot, Secrf'tary of State, after referring to the importance 
of the Panama Canal as a means of connecting more closely 
the Pifeific States of North America with the South American 
countries on the Atlantie coast, says: Tno Postmaster-General 
reports that the best way for him to get the (k-'spatcihes from tny 
department to our Ministers in South America, vnth certainty 
and sivifiness, is to send tliem to Europe and have them sent 
from ihere to South America ^ ” Air Root explains this as being 
due, firstly, to foreign countries who subsidise their shipping, 
and, secxjndly, to their owui “ protectivi' tariff, which has raised 
the standard of living of all Americans, so that American ships 
paying and feeding their officers and men according to the 
•American standard cannot compete on even terms with foreign 
shiprf.'' ^ 

, Journal des Eeonomistes (Paris). 

July, 1907. TP Automobile est’Clh une Richesse? G. de Molinari. 
Rodhertvs contra T\astiat. Yves Guyot, Les Br^fprmes 

Gratuites. Reuxel. « , 

August. La Concentration des Entreprises. A. Pinard. 

September. Notes historiques sur le Repos hehdomadaire. 
A. Moss^;. 

^October. Le Canada Economique. G. de NopviON. La Crise de 
la Vitic%Llture. P. Bonnatjd 
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Revue d'Economie Politique (Paris). ' 

August- September, 1907. Le* Contrat collectif 4e T^aMiV, 

S, Jay. he Conflit des Evaluations dans le Debat du Satairo, 
E. Waxweiler. Le Rachat de VOaesh J. Perrin Ja’quet. 
The paper on the purchase of the western railway system is 
continued and concluded. 

j. ^ 

^ Revue Economique Internationale (Brussels). 

October, 1907. 'Les Citc» Jardin. The objects, methods, and 
success of garden cities in England and elsewhere are syuT^ 
pathetically described. 

Bulletin de Vlnstiiut International, Tom * XVL, No. 1, 
M. Neymarck coutiiiues his statistics^ of Valcurs Mohiliercs 
Mr. C. S. Loch has contributed a paper on statistics of popula- 
tion and pauperism. 

Jahrbuecher fur NationaUOekonomie (Jena). 

June, 1907. Die Grosssiodt ah Rtandort dcr * 06100 rhcj O.^ 
ScHWAR2!CJHLn. 

July. Zivilprocess-Btatistik. A. Hesse. Das australiscke Spar-**^ 
• hasi^awesen, R. Sctiachnek. 

August, ► 1907, Zar Anscbaiiung dor Antike uber Handel^ Gewerhe 
und handwirlschaft. O. Neuratii. 

September. Dor Rhein and die Brhifjarisahgohen. A. Wirming- 
HAUs. Zur Beriehtigung der .... Konstruhtion im Marx im 
Dritten Band d( r Kapifah Boitkiewicz. Dio neuc Knav- 
pHche Geldthoorie. K. Soda. 

October. AuitraUen als solbstdndiger Produkfionsstaat. R. 
ScHAcnNKR NailonaJokonomisches boi Voltaire. P. Rakmann. 
Clear ’summaries of Voltaire’s doctrines are accredited by useful 
references to his writings. 

# 

, JaJirJyuch fur Gesetzgehung (Leipsic). , 

No. 4. 1907. Die Wdhrungsfrago. G. F. Knapp. A supplement to 
the author’s celebrated Theory of Money. 

Giornale Degli Economisti (Rome). 

I piccoli numeri. C. Gjni. Della nataliid e della fecond^fta. A. 
Beneduce. Lo stato c le abifadoni popolari in Germania. 
Badoglio. 

October. Trattato di Economic Politica. G. B. Ralvioni^ Della 
natality c della fecundiid. A. Beneduce. ]^o stato e le 
abitazioni popolari in Germania. Badoolto. 

Le Reforma Sociale (Turin). 

AuGUS'5, 1907. Qaestioni controverse nelKa teoria der haratto. P. 
Janaccone.. Vindicating the English winters who were theobjf^cts 
of Prof. Loria’s criticisms in the Economic Journals for 1906. 
Prof. Janaccone is led on to some interesting reflections on |iWo- 
sided monopoly duopolio/’ with respect to which he proposee 
a principle of arbitration different from the utilitarian maximum ’ 
and other principles which have been suggested. * 
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NEW BOOKS. 

A^es (E.). Co-operative Industry, London : Methuen. Pp. 310. 
5s. 

Barker (J* Ellis). Modern Germany. Her Political and 
Economic Problems. Second edition^ London: Smith, Elder. 
583. 10s. Od. 

Black (Clh:^entina). Sweated Industry and the Miriimum 
Wage. London: puckworth. 1907. Pp. 306. 3s. 6d. net. 

[With an introduction by A. G. Gardiner.] 

Blackley (M. J. {?.). Thrift and National Insurance as a 
Security against Pauperism. With a M^enioir of the Late Kev. 
Canon Blackley and Beprints of his Essays. London : Paul, 
Trubuer. 1907. Pp. 162. la. 

Branson (G. A. H,). The Stock Exchange and its Machinery. 
<London : Chamber of Commerce. Pp. 75. 2s. 6d. 

Cadbury (E.) and ShanN (G.), Sweating. Londcii : Headleyi 
1907. Pp. 158. la. 6d. net. , 

[Social Service Handbooks.] 

Castberg (P. H.) [of Christiania]. Production. A Study in 
Economics. Sonnenschein. Pp.. xvi-f 382. 10a. 6d. 

[Written from the point of view of Norwegian economic oonditidns.] 

Churchill (Winston S.). For Free Trade. London: A. L. 
Humphreys. 1907. Pp. 134. la. j/* 

Clapham (Prof. J. H.). The Woollen and Worsted Industries. 
London: Methuen. 1907. Pp. 307. 

Clems<?n (H.). Methods and Machinery Business. (PIx- 
changes and Insurance.) London: Biitterw^rth. Pp. 236. 5s. 

Cunningham (W., D.T).). The Growth of Eh^lish Industry and 
Commerce in Modern Times. Two parts. Fourth edition i;evi6ed. 
Cambridge University Press. 

Drapers’ Company Besearcii Memoirs. Studies in National De- 
terioration. II. A First Study of the Statistics of Pulmonary Tuber- 
culosis by Karl Pearson. London: Dulare. 1907. 4to. 3a. 

Forbes (V. A.) and Ashford (W. H. B,). Our Waterway^. A 
History of Inland Navigation, considered as a Branch of Water 
Gcmservancy. London: J, Murray. 1907. 8yo. /Pp. ^50.' 12a. 

Gaih^^ijoSough Commission. Keports orf Liffi and Labour 
Germany. With an Appendix : Infirmity and Ola Age Pensions in 
Germany. London: ^impkin. 1907. Pp. 810. 2$. 

Gilbaht (J. W., F.B.G.). The History, Principles, and Practice 
of Banking. New edition. Eevised by E. Sykes, Secretary of the 
Institute of Banking, Two vols. L<|idon : Longmans. Pp. 

4^5V5Q1. lOs. 

Gonner (E. C. K.). Interest and Saving. j^London : Macmillan. 
1907. Pp.^ieS. Ba. 6d. net. 
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Hatch (E. F. G.). A Reproach to Civilisation. Treatise on the 
Problem of the Unempfoyedj and Some Suggestions for a Possible 
Solution. London : Waterlow. 1907. Is. • 

HarIvEY (E. Mortimer). Safety of Capital. Harley. ,Pp. 100. Is. 

liANGE (M. E.). Local Taxation in Loudon, with a Preface by 
Lord Welby. London : ‘P. S. King. 1907. Pp. 56. Is. , 

Macdonald (J. Ramsay, M.P.). Socialism. (Social Problem 
Serm, No. VII.). London: Jack. Pp. 127. Is. 

Marx (Karl). Capital. * Vol. II. The Process of ConcentratigiL 
of Capital. Edited by F. Engels. Translated b}^ E. Untermann. 
fjondon : Swan Sonnenschein. 1907. Pp. 618. ^ • 

Mills (J.{^,). Tjandmarks of British Fiscal llistory. London : 
Black. 1907. Pp, 134. Is. ^ 

Moore ‘ (Harold E.). 'Our Heritage in tlie Land. London: 
P. S. King. 1907. Pp. 144. Is. 

Munro (.a.). The Transvaal (Chinese) Labour Problem. London : 
Deane. lf)t)7. 8vo. Pp.' 192. Is. , 

*N()EL (Conrad). The Labour Party : What it Is and What iP 
VVarits. London: T. F. Unwin. 1907. Pp. 186. Is. ^ 

• Poley (A. P.) and Gould (F. H. Carruthers). The History, 
Law, and Practice of the Stock Exchange. Loudon:* Putman. 
1907, Pp. 346. 5s. 

Rtchtp]r (Eugene). Pictures of the Socialistic Future. Cheap 
(edition. (Sec Review.) London: Sonnenschein. Is. 

Roberts (W. Hazlitt). Landward Ho ! A Review of the Land 
and Unemplofed Qu(?stions and a Solution. * London: Caxton Press. 
1907- Pp: 108. Ls\ 

Robertson (W. Bell). The Slavery of Labour. A Scientific 
Domoiistration of the Identity of Free and Slave Labon»t Second 
edition. Sarnrnels an^ Taylor. Pp. 63. Is. 

Sargent * (A. Anglo-Ohinese Commerco and Diplomacy. 

(Maihly iri the Nineteenth Century.) Oxford : Clarendon Press. 
Pp. 332, 12s, M. 

SoeusTER (E.) and Eldekton (E. M.). Tfie Inheritance of 
Ability. London: Diilare. 1907. Ito. Pp. 46. Is. 

Schuster (Felix). The Bank of England and the State. Man- 
chester: Sherratt and Hughes. 1907. 8vo. Pp. 30. 6d. net. 

[A logfcaro delivered on November 14, 1905.] 

ShillihgtonVv. M*) and Wallis Chapman (A. B.). The Com - 
Trito 3 ial Re]a.tion|e of England and Portugal. London :' RpDtledge. 
Pp. 344. 5s. 

Stirling (A. M. W.). Coke of Norfolk arui his Friends. The 
Life Thomas William Coke, First Ean^f Leicester of .Holkham. 
Two VO Is. LaTie. 52 s. 

Stores (t). ,C.). British Freewornen, their Historical Privilege. 
J^ondon: Sonnenschein. Pp. 245. , 

Sutherland (W.). Old-age Pensions in Theory and Practice, 
with some Foreign Examples. London: Methuen. Pp. 227. 88.6c?. 
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,, TillyAKd (Pbakk). Introdti<||5ioii k) Commercial 

Lonckai : Black. Pp- 24^. Bs. ^ 

Thotter (W. F.)* The Citizen and his Duties. (Social 
loms ‘Series, No. VI.) London: Jack. ^Pp. 115 . la. ' 

WpLFF (II. W.). ^ Co-opefative Bankmg. .Its Principlfs and 
Pmctice,. with a chapter on Co-operative Mortgage -credit. liondon : 
P. S. King. ]j,907. Pp. 318 . la. U. 


"***''* Annals of the American Academy. Philadelphia. September, 

1 007. r ^ 

, [The whole number devoted to Bonds as Investment Securities.] 

^Uknard (J. L )• Factory Legislation in Pennsylvania: Its 
History and Administration. Philadelphia: University of Pehn. 
01 ) 7 . Ppp 178. 

Commons (J. IL). Paces and Immigrants in America* New 
York: The Macmillan Co. 1907. Pp 255. - $1.50. 

^ Engels (F.). The Jnuidmarks of Scientific Socialism Ghieago'f 
Charles H. Kerr and Co. 1907. 

CrUTHiUE (W B.). Socialism before the French Kevolution. 
New York- The Macmillan Co. 1907. Pp. 839 %{ 50. ‘ 

IlAnLEY (A. T ). Standards of Public INTorality New York: 
The Macmillan Co. 1907. Pp. 158. $1. 

Haines (Hfnry S ) Bailway Corporations as public Servants 
New Yoik: The Macmillan Co Pp. 233. (js. 6d. 

JIuTcniN?5oN (A. L ). The Limit of Wealth. The Macmillan 
Co. 1907. Pp. 285. 

Lauck (W J.). Causes of the Panic of 1893. Boston: 
Houghton, Mifflin. 1907. Pp 122. $1 

liE Po1?siaNOL (James E.). Orthodox Socialism. NeW York * 
Crowell. 1907. Pp. Id7. ?1. 

[A brief e:s:pogition and rriticism of Marxian Socialism.] ' 

Kropotkin (P.). Tlie Conquest of Bread. New York: G. P. 
Putnam’s Sons. 1907. Pp. 281. $1. 

[Presents author’s views oonoernmg anarchist communism.] * 

Moke (Louise Bolard). Wage-earners’ Budgets. A Study of 
Standards and Cost of Living in Now York. (Greenwich IToubb. 
Series of Social Studies, No. 1.) New York: Hoft; London: BelL 
Pp. 280. lOs. 6d. 

Patten (S N.) The New Basis of Civilization. Nuw York: 
The Maemiilan Co. 1907. Pp. 220. $1. 

[The first Volume in the American Social Soienoo Series, edited by 8. M. Lindsay.] 
Swan (Charles H*). Jmpersonal Taxation. (Supplement to 
American Academy.) Philadelphia: American Academy. '1907. 
Pp. 149. ' ^ 

[Personal taxation is an injustioe involving the assertion of servithde.] 

r ' 

Alltx (IJ.). Traits ^Ic^mentairo Aq science deS finances. 'Paris: 
Bousseau. 1907. Pp. 622. 






